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*AND NOT A TROPHY UP THERE, OL’ BOY, THA 
DIDN’T LEAVE ITS MARK! DID I EVER TELL YO 
HOW I LOST MY EYEBROWS AND MUSTACHE | 
THE OLD SUSSEX TEXTILE MILL?” 


It is likely that the risky equipment has long since been replac 
There’s a good chance that the new apparatus which prot 
operators as well as the electrical system, is by I-T-E. 
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AIR CIRCUIT BREAKERS AND SWITCHGEAR 
19th & HAMILTON STREETS, PHILADELPHIA, PA. 
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00D PRESSURE REGULATOR SAVES FUEL 
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by A. G. A. 

Laboratory. 
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ders supplied 
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es on Barber 
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Burners, and 
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ODAY it is the urgent duty of every individual, every ap- 

pliance manufacturer, and every public service corpora- 
tion to assist in any way possible in the conservation of fuel. 
Gas companies are giving sound advice to consumers on 
economical methods of operating gas appliances. Manufac- 
turers of such equipment are using every effort to attain top 
efficiency in their products. 


One effective means of promoting this program is to be 
sure that any gas-burning appliance which you sell—heating 
equipment, water heater, kitchen range or any commercial or 
industrial appliance—is fitted when installed with the proper 
Barber Regulator. Known for many years as an extremely 
reliable and mechanically perfected device, a Barber Regulator 
always assures finer appliance service and higher fuel econ- 
omy. Recommend Barber Regulators to your customers. 


ARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland, Ohio 


ARBER oncssuns REGULATORS 


Burners For Warm Air Furnaces, Steam and Hot Water Boilers and Gas Appliances 
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RigaiD Yoke Bench Vise. 

Comes in 8 sizes, capaci- 

ties 4%" to 6”. Yoke vises 

also in kit, stand, tri-stand 
and post models. 
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The RIESIvP 
Pipe Vise 


‘ my 


. «that uses e424 critical metal but 
gives you 4zo2e work-saver features 


@ This streamlined pipe vise 
meets today’s need to save 
metal and save time. The 6” 
bench chain vise weighs 60% 
less than a 6” yoke bench 
vise. Speedy to use—flip the 
chain over any pipe up to 6”, 
tighten screw handle. Firm 
grip, with integral support 
to hold pipe solid for easier 


lee 


cutting or threading. Handy 
pipe bender. Strong mallea- 
ble frame, highest quality 
tool steel jaws, scientifically 
hardened for long wear. 
Five sizes, capacities to 8”. 
Chain vises also in post, 
stand and tri-stand models. 


~ 
Ask your Supply House: 


THE RIDGE TOOL CO. 
ELYRIA, OHIO, U.S.A. 


Pipe Wrenches, Cutters, Threaders, Vises 
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Pages with the Editors 


E started out to write these lines in the 

self-righteous spirit of a citizen who has 
seen his duty and has done it. A few hours 
ago, in response to a joint appeal from pub- 
lic leaders of all parties to vote, we walked 
into the booth and exercised the highest right 
of American citizenship. 


At the moment we don’t know how the 
election came out. Indeed, it came as somewhat 
of a shock to us when we stopped to reflect 
that, aside from the governor and an amiable 
old fellow who has represented our district 
in Congress for as long as we can remember, 
we would not be very enlightened when we 
did get the final results of the voting at our 
particular polling place. It is probably the 
same way all over the country. 


To be specific, we voted for a governor, 
a Congressman, and about two dozen other 
chaps whose names we had never heard of be- 
fore. We did this simply in order to fill out 
the ballot. It is still possible in our particular 
state to vote the straight ticket by putting an 
X under the eagle or under the star, and so 
forth. But the voter who likes to think him- 
self conscientious and wades through the list 


HERBERT COREY 


Will the hand that runs the switchboard stay 
at the switchboard? 


(SEE Pace 695) 
NOV. 19, 1942 


KIMBALL I. JACK 


Good public relations must look to the future. 
It means continuous effort. 


(Sree Pace 703) 


of assemblymén, aldermen, dog catcher, and 
what not, inevitably finds himself confronted 
with a choice of unknown persons. As a re- 
sult he has to make a selection about as arbi- 
trary as a lady at the race track who bets on 
the horse ridden by the jockey with the pretty 
pink blouse. 


THERE are probably many, many citizens who 
keep themselves better informed about local 
affairs than ourselves. But when we recall the 
Gallup polls concerning the high percentage of 
people who did not know the name of their own 
Congressman, or, for that matter, United States 
Senator, we concluded that we were just a part 
of a common failing and probably no better or 
worse informed than the run-of-the-mill voter. 


Anp this was small consolation. Our feeling 
of self-righteousness vanished. And we real- 
ized that democracy, to be intelligently exer- 
cised, involves a responsibility that all too many 
of us fail to live up to as well as we might. Just 
where does the fault lie? Is it merely because 
we take the relative perfection of democracy 
too much for granted? Or is it because we 
don’t go on selling ourselves democracy as 4 
day-in-and-day-out proposition? 
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INTERSTATE POWER PURCHASES | 
ADDITIONAL RILEY EQUIPMENT 


a ee —l. =. 


INTERSTATE POWER CO. 
CLINTON, IOWA 


45000 /bs. steam per hour, 450 lbs. pressure, 825°F steam temperature 


RILEY BOILER, SUPERHEATER, AIR HEATER, WATER COOLED FURNACE, 
STEEL CLAD INSULATED SETTING. FIRED BY RILEY PULVERIZER & BURNERS. 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 


808TON NEW YORK PHILADELPHIA PITTSBURGH BUFFALO CLEVELAND DETROIT SEATTLE 
$T. LOUIS CINCINNATI! HOUSTON CHICAGO ST. PAUL KANSAS CITY LOS ANGELES ATLANTA 


COMPLETE STEAM GENERATING UNITS 


POILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZERS - WATER-COOLED FURNACES 
ULVERIZERS - BURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED SETTINGS 
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8 PAGES WITH THE 


Lt isn’t a far cry from a condition of apa- 
thy towards democracy as a going con- 
cern of government, to apathy towards free 
enterprise as an exclusive and desirable fruit 
of democracy. In this issue we present an ar- 
ticle by a newcomer to the pages of the Fort- 
NIGHTLY who raises the question as to whether 
private management has really done all it could, 
not only to sell itself, but to keep itself sold to 
the customers of America. Keeping itself sold 
means interpreting management in terms of 
promises of future development and benefits 
instead of relying on past performance and con- 
stantly harping on it. The moral in this for 
utility management under prevailing circum- 
stances is too obvious for further notation. 


THE newcomer is K1mBALL J. JACK, whose 
article entitled “A Customer Makes a Proph- 
ecy” begins on page 703. For the last four 
years Mr. JAcK has been sales promotion and 
advertising manager of the Washington Water 
Power Company, which serves the territory 
adjacent to the famed Grand Coulee dam. 
Before that he was engaged in public relations 
and advertising for the Utah Power & Light 
Company at Salt Lake City. Mr. Jack at- 
tended the University of Utah and did special 
work at Chicago University in the field of 
economics. 


CUSTOMER psychology seems to be Mkr. 
Jack’s avocation as well as vocation. He tells 
us that some day he would like to pursue the 
theory that “apart from man’s immediate 
property interests, he is motivated to action 
almost entirely by prejudice.’ When we re- 
call, with some feeling of shame, how we 
marked up that ballot a few hours ago, simply 
on the basis of how certain names struck us, 
we are inclined to agree that maybe Mr. JAcK 
has something there. 


¥ 


HERE is today probably no more impor- 

tant focal point of relationship between 
the government and the state regulatory agen- 
cies than the Office of Price Administration. 
This is the result of the special utility pro- 
vision in the recently enacted Price Stabili- 
zation Act. Its operation will require close 
and sympathetic co6peration between state and 
Federal bodies. 


Osviousty, there is danger of conflict, un- 
certainty, and misunderstanding in putting 
this entirely new regulatory feature into oper- 
ation. Unless the subject is approached with 
a will on both sides to codperate, Federal 
officials may find themselves stepping on the 
toes of the state commissions, and vice versa. 
On the other hand, prompt and well-planned 
joint action could make friction avoidable. 


ForTUNATELY, the OPA division of trans- 
portation and public utilities is headed not 
only by a former state public service commis- 
sioner of long experience but by one who has 
always exhibited a most sympathetic attitude 
toward all such codperative programs. He is 
Rosert A, Nixon, until recently a member 
of the Wisconsin Public Service Commission, 


NOV. 19, 1942 


EDITORS (Continued) 


In this issue we are glad to publish a state. 
ment by Mr. Nrxon on the subject of Federal 
and state codperation. It was the subject as. 
signed to Mr. Nixon for discussion at the 
St. Louis convention of the National Associ. 
ation of Railroad and Utilities Commissioners 
scheduled for November 11th. Mr. Nixon. a 
native of Viroqua, Wisconsin, is a law grad- 
uate of George Washington University, He 
served three successive terms (1928 to 1933) 
in the Wisconsin legislature. He was appointed 
to the Wisconsin Public Service Commission 
in 1937 and to his present post on September 
2, 1942. 


¥ 


W: were startled the other day to learn 
that it is now illegal in Australia to em- 
ploy women who are under forty-five years 
of age as chorus girls. This would seem at 
first reading to come under the heading of 
bad news for bald-headed row. This, notwith- 
standing the fact that we have seen, in our 
time, chorus lines that appeared to be quite 
eligible to fulfill all the requirements of the 
Australian regulation. But when one analyzes 
it closer, this relatively inconsequential item 
turns out to be merely a bizarre by-product 
of a most significant trend. We refer to the 
growing shortage of man power—and woman 
power. 


WE have heard all sorts of alarming tales 
about what American life is going to be 
like a year from now when the armed forces 
will take unto themselves all able-bodied men 
and maybe some who are not so able-bodied— 
yes, even editors. We have heard descriptions 
of communities where all cafés have become 
cafeterias, where florist and liquor stores have 
virtually disappeared, and where even grocery 
and drug stores have been reduced to a serve- 
yourself basis. 


How are the utilities going to fare in this 
great drought of man power? In the opening 
article in this issue our Washington corre- 
spondent, HErBert Corey, strives to give us 
an approximate answer. It seems to add up 
to the title of his piece, “Key Utility Men 
Will Be Held Where They Are Needed.” But 
it is a safe bet that there won’t be any surplus. 


¥ 


a the important decisions preprinted 
from Public Utilities Reports in the back 
of this number, may be found the following: 


Tue Federal Power Commission announced 
the policy of allowing as operating expenses 
during a war emergency period only such taxes 
as may be termed ordinary or normal. (See 
page 203.) 


THE next number of this magazine will be 
out December 3rd. 


Ie Colton 
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UNTIL THERE’S VICTORY 
OVER THE AXIS, UTILITIES 
HAVE A DOUBLE CON- 
TRIBUTION TO MAKE... 


‘Y When Hitler, Hirohito & Co. have been 
put out of business, there will be more famous 
Remington Typewriters for Public Utilities in 
America. Right now Remingtons are needed 
elsewhere as a part of the United Nations 
striking force where men march, where tanks 
roll, where planes fly and where ships sail. 

Until there’s Victory over the Axis, Ameri- 
ca’s utility companies have a douJle contribu- 
tion to make: (1) Typewriter Conservation 
and (2) Turning in Post-1935 typewriters 
that can be spared. Remington Rand is doing 
its part to help you in both of these efforts. 

The now famous Remington Typewriter 
Conservation Plan is the best way to get the 
best advice on how to make your present 
machines last the duration. It is a timely 
program of non-commercial nature includ- 
ing lecturing of typists, demonstration and 
recommendations on typing procedure. Rem- 
ington Rand has been designated by the 
United States Government as an official pur- 
chasing agent for the 600,00C typewriters 
now needed by the Armed Forces. If you 
have typewriters of post-1935 manufacture, 
get in touch with your local Remington Rand 
office at once. Help bring ’em in for Uncle 
Sam! 

Call our local branch and arrange for a 
Conservation Program, too. Your present 
useful typewriters have an extra job to do. 
Let the advice of the World’s Largest Manu- 
facturer of Typewriters be your guide to 
make ’em last for Victory. 


IWRITER DIVISION 
MINGTON RAND, Buffalo, N. Y. REMINGTON MODEL SEVENTEEN 
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Another Example of VULCAN 
VERSATILITY 


in Soot Blower Design 





Volean unit makes notable 

4year record in latest design, 

twin farmace Foster Wheeler 

steam generator installation 

at Oil City, Pa., station of the 
Keystone Pablic Service Company, 
operating on fuel relatively high 


in ash having a low fusion point. 
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an unit in twin-furnace Foster Wheeler steam 
erator completes 4 years’ service with No TROUBLE 
D NO MAINTENANCE. 
... This despite unusual problems presented by 
¢l boiler and furnace design. 
...As the drawing shows it was impracticable to 
soot blowers from the front of the boiler as the 
mace construction precluded installation of con- 
tional type of elements and bearings to provide 
essary protection and support. 
»», Hence, entry was made at the back necessitating 
ng the elements a distance of about 26 ft., through 
nomizer and boiler tube banks to the super- 
.++ Passage through high temperature, intermediate 
perature and relatively low temperature zones, 
the factor of exceptional length, greatly compli- 
led the problems of securing adequate thermal pro- 
tion, dependable support, and at the same time 
wide for expansion and contraction without danger 
cutting tubes. 
Solution was found by using HyVULoy element 


section for the high temperature area, VULcrom ele- 
wociing Counly duioat ineas s0 tn: aoe 
providing specially design i to 

members in such a way as to eliminate hazard of tube- 
cutting and directed expansion toward the back of the 
boiler, where it could be taken up by a suitable expan- 
sion joint. 

... Because of the advanced design of this boiler 
involving new features in soot-blower design and con- 
struction, Vulcan engineers i the installation 
monthly for many months, but the engineering was so 
sound that no trouble of any kind developed—Results— 
Perfect Operation—Perfect Cleaning—Reasonable Cost 
—And—vVULCAN SOOT BLOWERS WERE SPECIFIED when 
a duplicate Foster Wheeler twin furnace steam generator 
was recently ordered by Keystone Public Service 
Company. 

. .. Whatever the characteristics of your boiler and 
setting, fuel, or load, Vulcan engi can successfully 
solve any soot blower installation and — 
lem involved. We invite your consideration of Vulcan 


service with respect to any soot blower need. 


VULCAN SOOT BLOWER CORPORATION 


DU BOIS, PENNSYLVANIA 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 





—MONTAIGNE 





Tuomas C, BUCHANAN 
Commissioner, Pennsylvania Public 
Utility Commission, 


J. Freperick DEWHURST 
Economist, Twentieth Century 
Fund. 


EpiroRIAL STATEMENT 
Exide News. 


HERBERT LEHMAN 
Governor of New York. 


EpiroriAL STATEMENT 
Investors in Private Enterprise. 


CHARLES P. Gross 
Chief, Transportation Corps, Serv- 
ices of Supply, U. S. Army. 


Tom CoNNALLY 


U. S. Senator from Texas. 


Rosert R. NATHAN 
Chairman, Planning Committee, 
War Production Board. 


Everett M. DirKSEN 
U. S. Representative from Illinois. 
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“Smyth v. Ames is as dead as the proverbial Friday 
mackerel.” 


¥ 


“The best remedy for a post-war depression is sound 
management of the war effort.” 


5 


. in one year the energy used by a man in the per- 
formance of useful work is equal to about 15 kilowatt 
hours of electricity.” 


“c 


¥ 


“America has no use for fence-straddlers or political 
opportunists. The isolationism of avoidance is as bad as 
the isolationism of retreat.” 


¥ 


“Let’s not waste our time trying to find a ‘hedge against 
inflation.’ There is no dependable hedge. Let’s head off 
inflation before it gets beyond control.” 


¥ 


. in order to make one ton of steel, the railroads 


“ 


must haul five tons of ore, coal, coke, limestone, and 
the other essentials for its manufacture.” 


¥ 


“T do not believe that we should tinker with the Con- 
stitution in every little garage we pass. I do not believe 
that we should back the old car up, unscrew something, 
and screw on something else in the Senate. We have al- 
most reached that point.” 


> 


“Many people fear that in the very act of winning 
the. war for the preservation of democracy, we shall 
lose democracy itself. I see no basis for the inevitability 
nor the probability of this conclusion—certainly not as 
a result of war-born economic controls.” 


> 


“There has been much lamentation over the growth 
of bureaucracy and executive power, but no real cor- 
rectives have been applied. The only thing wrong with 
Congress is that it has neglected to equip itself to cope 
with growing executive power and with bureaucracy.” 


12 
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PROLONG THE LIFE 
OF YOUR 
BURROUGHS MACHINES 
: WITH BURROUGHS 


MECHANICAL SERVICE 


Today it is vitally important that all users of 
figuring and accounting equipment make their 
machines last as long as possible. 


The accessibility of experienced Burroughs 
service men... the quality of their work ... 
their eagerness to do a good job . . . all are 
major factors in helping Burroughs users to 
keep their machines in uninterrupted opera- 
tion—get more and better work out of them— 
and greatly prolong their life. 

For complete information, telephone your local 
Burroughs office, or write direct to— 


BURROUGHS ADDING MACHINE COMPANY 
DETROIT, MICHIGAN 





In addition to mechanical service, Burroughs also offers the advice 
and counsel of its Systems and Installation staff, which is often 
able to suggest operating short-cuts that save time, as well as to 
show how related records and vital statistics may be obtained as 
a by-product. 
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J. FrencH RoBINson 







THURMAN ARNOLD 


WILLIAM F. Brooxs 
Executive editor, Forbes. 






















Epitor1AaL STATEMENT 
The Wall Street Journal. 



























J. Howarp Pew 


EpiTorR1aAL STATEMENT 


EpItor1AL STATEMENT 
The New York Times. 
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President, East Ohio Gas Company. 


Assistant Attorney General. 


President, Sun Oil Company. 


The Raleigh (N. C.) Times. 


14 REMARKABLE REMARKS—( Continued) 


“ .. if electrical cooking becomes better than gas cook. 
ing, even with a slight differential in cost favorable to 
the latter, let alone with costs comparable, people wif! 
cook with electricity where they can.” 


¥ 

“Out of the necessity of making our system of free 
enterprise so efficient that it can win this war of produc- 
tion, we shall also be making it so efficient that it can 
produce prosperity for all in the peace that is to come,” 


¥ 


“Individual companies and associations have their pub 
lic relations departments and their budgets for institu- 
tional advertising. But their fire is not directed in con- 
cert. It is scattered and alarmingly ineffectual when meas- 
ured against the big guns of the government publicity 


” 


army... 


¥ 


“If those who receive [government] subsidies were al- . 


ways clear in their minds about whose duck they were 
eating, subsidies would not be very popular. Usually they 
are a long time in suspecting. Sooner or later, though, they 
will learn that ducks which have been consumed will 
neither lay eggs nor feather pillows.” 


> 


“Tt is competition which inspires that attribute of the 
spirit which we call initiative and because it is of the 
spirit individual initiative is tremendously productive. 
That is why our system of enterprise must be perpetuated. 
If we give it up and supinely rely on government control 
and operation, then Hitlerism wins even though Hitler 
himself be defeated.” 

¥ 


“While vaiues of bank stocks remained at last year’s 
total of $24,000,000 in comparison with 1941, the [North 
Carolina] State Board of Assessment ups the appraisal of 
public utilities by $8,000,000 to a total value of $316,245,- 
683, meaning that it’s easier to get the tax money where the 
money is, in the monthly bills of us patiently putting out 
telephone subscribers, light and power users.” 


bs 


“Tf inflation comes it will not come because a few men 
have received large salaries or because the government 
has permitted a few men to make fat, unconscionable 
fees from war contracts. It will come because the pur- 
chasing power of the whole country, flowing out chiefly 
in the form of higher wages, has increased out of all 
proportion to the volume of goods and services avail- 
able. And if inflation comes it will not be the corporations 
that will be reduced to misery and privation. It will be 
the workers whose high wages will buy less and less the 
higher and higher they go.” 
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{ HI-PRESSURE CONTACT 
= ° ‘ 


ING THE ARTERIES OF INDUSTRY 


Now, when War Production 
makes prior claim to the manu- 
facturer’s output, is the time to 
seek quality and service as never 
before. 

It’s g00d business—Patriotic 
business—to demand the maxi- 
mum service from available raw 
materials. 

With your sympathetic co- 
operation in plans and specifi- 


cations, R&IE can help more by 
thereby eliminating many of the 
occasional production delays. 


As you seek quality and 
Service, remember that 
R&IE has been a 

SPECIALIST 


for 31 years—in problems 
on Indoor and Outdoor 
SWITCHING EQUIP- 


MENT. 
2 


ILWAY and INDUSTRIAL ENGINEERING COMPANY 


GREENSBURG, PA... . In Canada—Eastern Power Devices Litd., Toronto 
Cooperating 100% with the War Effort 
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BOILERS ... The C-E Boiler line includes virtually all water 
tube and fire-tube types in commercial use today for bo 
stationary and marine applications. 


BENT TUBE—2, 3, 4 and multi-drum designs 

STRAIGHT TUBE—sectional header, box head 

FIRE TUBE—hrt, vertical, internally fired, locomotive type 
WASTE HEAT—straight tube, bent tube, fire tube 

FORCED CIRCULATION—stationary, marine, Diesel waste heat 





(C-E Boilers include all types known by the trade names — Heine, Wals 
Weidner, Casey-Hedges, Ladd and Nuway) 


SU PERH EATERS ..+ The complete line includes vari 


ous designs suitable for any superheat requirement and op 
i i i ilers; also 
hina: deeaecaleaedt shana plicable to practically all types and sizes of boilers; 


boiler ynits now in service in separately-fired designs. 
utility plants are C-E Units. (Known by the trade name-Elesco) 


COMBUSTION 


RNACE 
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STOKERS . « » Combustion Engineering has the most com- 
prehensive line of stokers of any manufacturer. 
UNDERFEED—multiple retort, single refort, (five types) 
CHAIN GRATE—(four types) 
TRAVELING GRATE—(three types) 
SPREADER 
(C-E Stokers include all types known by the trade names Coxe, Green, 
Type E, Low Ram and Skelly) 


PULVERIZED FUEL EQUIPMENT... :. 


application of pulverized fuel firing to power boilers was 
pioneered by Combustion Engineering. C-E developments which 
include the use of water cooled walls and water screens, C-E 
Raymond Mills and C-E Burners are largely responsible for the 
position of eminence which pulverized fuel firing holds today in 
the field of steam generation. 


(Includes equipment known by the trade names Raymond and Lopulco) 


FURNACES ... C-E Furnaces feature both plain tube and. 


extended surface water cooled wall construction; also both dry 
and slagging bottom designs. 


RELATED EQUIPMENT. . « In addition to its ex- 


tensive line of steam generating and fuel burning equipment 
Combustion Engineering offers: 


AIR HEATERS—plate type, tubular type 
ECONOMIZERS — Continuous loop design, flanged joint design — both 
fin tube type 


(Economizers are known by the trade name Elesco) 


COMPLETE UNITS . . . Built in suitable combinations 


of boiler, fuel burning and related equipment for any fuel and 
for capacities ranging from 1000 to over 1,000,000 Ib of steam 
per hr. Also complete units of standard design known by the 
trade names C-E Steam Generator, Type VU and Type VU-Z. 


ENGINEERING 
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ON CALL... 


PUBLIC UTILITIES EVERYWHERE LOOK TO 1B. 
SERVICE BUREAUS FOR SPEEDY RESUI] 





They prepare finished reports fa 3 
An IBM Service Bureau—There’s one in every big city management 


There’s an IBM Service Bureau in each high-speed Electric Accounting Ma 
IBM branch office. This means that every chines. Work for clients is done under 
public utility will find Service Bureau __ policy of strictest confidence. 
facilities near at hand—on call for rate The charge to any single client fo 
studies, market analyses, material and = Service Bureau work can be kept on 
supplies inventories, property inven- —_ moderate basis because use of the facili 
tories, personnel studies, wage and social _ties are shared by many clients. Work i 
security records; and for any other ana- = done on a complete job basis; or in thé 
lytical work. case of weekly or monthly work, on 4 
Service Bureaus are staffed by trained _ part-time basis. Call your nearest Inter 


personnel, and equipped with modern, national office for complete information 


INTERNATIONAL BUSINESS MACHINES CORPORATION 


Offices in Se Principal Cities 
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PERMANENCE 


Like the stars, unaffected by time, as they 
follow in their course with unerring precision, 
you can depend upon the lasting and reliable 
performance of Mercoid hermetically sealed 
mercury type switches. © Mercoid Switches 
are immune to dust, dirt or corrosion. The con- 
tacting surfaces remain ever new after years 
of service. © You get this extra value in every 
Mercoid Control without any additional cost. 


snewen Prioriues are now necessary, an adequate stock of} Mercoid Controls jor essential uses has 
fen provided for. We will be glad to advise with you on your present and future requirements. 


THE MERCOID CORPORATION, 4213 Belmont Avenue, Chicago, Illinois 











Vhat a Job! All that Men and Machines Can Give! 


dere is an accomplishment that is enough to make the old Sour- 
loughs turn in their graves. Under the urgency of war the un- 
relievable is being accomplished in record time. Doing their 
hare is a big fleet of trucks with heavy-duty dump bodies and— 


[THORNTON Four-Rear-Wheel DRIVE 


‘ou may not be building an Alaskan highway, but you may be building an 
irport runway or a vital road, or you may be hauling logs or other heavy 
oro eet are essential today. You need BIG-CAPACITY, HEAVY-DUTY 
R . 

Standard heavy trucks are not available—but don't let that stop you. In 
ne U. S. A. and all over the world 1!/, to 3-ton trucks have been converted 
> husky heavy-duty vehicles that do the job better and cost less. Act quickly 
hile Uncle Sam still approves. Contact your nearest Truckstell-THORNTON 
ealer or wire the factory direct. Trained men will engineer this equipment 


ight to your PARTICULAR JOB. 


THORNTONe TANDEM<C€ 
8745-8779 GRINNELL AVE. DETROIT, 


Mee Ueltletaaetacd a also ‘of a ok ceee LO) On Ole Mem EUL fot a0; 0 at ere Lelel (a8 ot DIFFEREN! 
“When you need TRACTION you need THORNTON” 


Put TWO dri 
under the load 
one, double theg 
improve springing 
flotation, gain 
perior tractive ¢ 
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HIS SIGN belongs in every factory, power plant 
and mill in the nation — yes, in every telephone 


exchange, garage and maintenance department of Amer- 


ica’s utilities and industries. For those long-lived Exide 


Batteries that operate your oil switches, energize your 
telephones, or crank your trucks, cars and buses, will last 
even longer when handled with care—when treated as 


outlined below. 


|, Add approved water at regular intervals; Write us for further information, stating battery 
application in which you are interested. We'll be 
glad to help you get all the long life that we 
build into our batteries. 


Keep them clean and dry. Wash off tops 
with a solution of one pound of bicarbon- 
ate of soda to one gallon of water—rinse, 
and dry thoroughly; 


Keep the battery fully charged—but avoid 4 

excessive over-charge. A storage battery 

will last longer when charged at its proper XI € 
voltage; 


Keep written records of water additions, BATTERIES 
voltage and gravity readings for com- 
parisons as battery grows older. 


THE ELECTRIC STORAGE BATTERY COMPANY 
The World’s Largest Manufacturers of Storage Batteries for Every Purpose 


PHILADELPHIA 
Exide Batteries of Canada, Limited, Toronto 
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Jis a War of Machines! 


CRESCENT 


Mey 


Oo 
= 











ae 
ELECTRICAL 
CONDUCTORS 






































. War Production 100% 
CRESCENT INSULATED WIRE & CABLE CO. 


Trenton, N. J. 
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JONT GAMBLE 


RUCKS CANT BE REPLACED! 





et INTERNATIONAL SERVICE— 


lte’s Specialized Service 





ternational specialized truck service will keep UNCLE SAM URGES 
YOU TO: 


1. Avoid Overloading. 


Z 2. Keep Your Trucks in Repair. 
ined the truck conservation pledge for Uncle 3. Watch Your Lubrication 


ur trucks rolling Jonger. Be sure your trucks 
splay the emblem that tells the world you’ve 


m. See the International Truck dealer or 4. Watch Those Tires. 


» in at the nearest branch and get the kind 5. Drive Right. Baby Your Truck. 
6. SIGN THE PLEDGE and Dis- 
: ae . play the Emblem of the U. S. 
rvice by truck specialists, in a shop equipped Truck Conservation Corps. 


ith what it takes! FOR VICTORY! 


service you need, to keep that pledge .. . 








ERNATIONAL HARVESTER COMPANY 
) North Michigan Avenue Chicago, Illinois 





Reker keekekeeeee 


U.S. 


CONSERVATION | 
CORPS | 


We pledge that oll repete cod maimiresece sort 











thoes of U.S Oflice of Devore Trameportstion for I 
the efiriel Trech Coamer atten Progree. 


eee eeeeeeeee eee © 





International Truck dealers 
and branches displaying this 

ficial Station card are 
equipped to give your trucks 
the very best of service. 


INTERNATIONAL SERVICE 
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The up-to-the-minute man 
fights on two fronts! 


OU WOULDN’T THINK 

Jim Norris was a fighter. 
He’s not in uniform. But he’s 
buying plenty of War Bonds 
. and Christmas Seals. 


Since 1907, Jim Norris and 
many millions of other Ameri- 
cans have helped us cut the 
TBdeathrate 75%! Butthey’re 
not stopping now. They know 
TB still kills more people be- 
tween 15 and 45 than any other 
disease ... and that it strikes 
out hard in wartime. 

So get behind us in our vic- 
tory effort, won’t you? Send in 
your contribution today. 


Buy 
WAR BONDS 


and 


CHRISTMAS SEALS 








m BUY 


Rez 


Boat CHRISTMAS 


SAS se The National, State and Local 
MERRY CHRISTMAS Tuberculosis Associations | 
DAN | Tumse, fewctatons » SEALS 
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Ou 


show where you 
can Sn SVE. 7 


You wouldn’t deliberately throw 700 
heets of carbon paper into the waste basket, 
ould youP Yet, that’s exactly what you do 
hen you write 175 sets of average five-part 
ms interleaved with one-time carbons! That’s 
mecessary waste because the same number of 
orms could be written with only 4 sheets of 
utbon if you equip your typewriters with Egry 


SPEED-FEEL 


But more than that—the Speed-Feed makes 
tll the time of the operator productive and 
iteps up the daily output of typed forms 
0% and more! Don’t lose any time in- 
vestigating the many advantages of the Egry 
Speed-Feed. Consult classified telephone 
directory for name of local Egry sales agent 
ot write Dayton. Demonstrations ar- 

ranged without cost or obligation. 
Literature on request. Address Dept. 

F-1119, 


The EGRY REGISTER Company 


Dayton, Ohio 
SALES AGENCIES IN ALL PRINCIPAL CITIES 


Egry Continuous Forms Limited, King and Dufferin Streets, Toronto, Ontario, Canada 





a 
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HOOSIER ENGINEERING COMPAR 


CHICAGO 46 SO. STH ST., COLUMBUS, OHIO 


ERECTORS OF TRANSMISSION Enis 
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When jobs are tough- 
nd time is short-— 


“Cleveland’s’”’ National Defense 
Cooperation Is 2-Fold 


Ist—By supplying its equipment for a 
majority of recent Defense Pipelines ond for 
various branches of the United States Military 
and Naval Services. 

2nd—By its distinctive design which permits 
important weight savings, releasing vitally 
needed steel for armament, tanks, ships, etc 
IT IS ESTIMATED THAT OVER 1000 TONS 

OF STEEL WERE THUS SAVED IN 1941— 
On a weight comparison basis 
against the older, heavier, and 
bulkier type of machine 
which "Clevelands” 
displace. 


Yor THE CLEVELAND TRENCHES COMPANY 


or of tho Small Trenc her CLEVELAND, OHIO 


Nf 20100 ST. CLAIR AVE 


OWER, ruggedness and speed 

are concentrated in “Cleve- 
lands” in a smaller, more mobile, 
more easily-handled “package,” 
because of sound, modern design 
coupled with thorough usage of 
the toughest, longest wearing ma- 
terials in the market. 


This explains why “Clevelands” 
continue to be the preferred equip- 
ment on so many projects, current 
and recent, where rough, moun- 
tainous terrain and severe soil con- 
ditions are encountered. 


tor 
Vr 


“CLEVELANDS’ Save More...Because they Do More 
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On the Seven Seas 


For 45- years General Electric has developed and built electric equip- 
ment for warships. Here are a few of the ways in which electricity 


serves the Navy. 








1. 

electric generators to produce as 
much as 180,000 kilowatts. This 
power would supply the needs of a 
city of 375,000. 





2. Searchlights produce millions 


of candlepower of light to aid in 
detecting enemy ships and planes, 
and to guide Navy gunners to their 
targets. 





3. More than 20 different opera- 
tions are performed in bringing a 
naval gun to bear on its target. 
Electricity helps to co-ordinate 
these operations. 








When a battleship goes into 
action, electricity helps direct the 
ship, operate the guns, and give the 
orders. G.E. is building equipment 
to do these jobs. 


General Electric believes that its first duty asa 
good citizen is to be a good soldier. 


General Electric Company, Schenectady, N. Y. 


— 
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osSITE DUCTS ‘| 
200ST SYSTEM 


CAPACITY / 


ABLE OPERATION is improved wherever Transite 
Ducts are used. Made of asbestos and cement, 
y provide a high rate of heat dissipation. This 
ns increased system capacity or lower cable- 
rating temperatures with resultant decreased in- 
htion and I?R losses and longer cable life. 
What’s more, you spend less on upkeep, for Trans- 
Ducts can’t rust, rot or burn. They effectively 
st corrosion and do not soften, swell or blister. 
tir smooth bore stays smooth . . . makes cable re- 
val and replacement as easy as initial installation. 
d because Transite Ducts come in long, light 
ths with a complete line of fittings, jobs are fin- 
ed quickly and economically. For details, write for 
chure DS-410. Johns-Manville, 22 E. 40th St., 
w York, N. Y. 


FOR 
EFFICIENT, 
LOW-COST 












§%| Johns-Manville 
TRANSITE DUCTS 








High Thermal Conductivity of Johns- 
Manville Transite Ducts dissipates 
heat more quickly ... either cuts 
copper losses or increases capacity. 








Because J-M Transite Ducts are 
made of asbestos and cement, less 
separation is required for effective 
heat dissipation and fire protec- 
tion between cables. 







SER VICE, CONDUIT... For TRANSITE KORDUCT... For instal- i 

pena und without lationinconcrete. Thinner walled, , | 
SPECIFY... a co envelope and lower priced, but otherwise iden- | 
BRAC capers for locations. tical with Transite Conduit. 
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MENS 





VALVING GAS TO OCCUPY 1/600th NORMAL SPAC 
... ot takes Nordstrom Valves for service like this 


First installation of a commercial method for tures to minus 250° F. are involved. Eve 
liquefying natural gas so it occupies 1/600th trace of free water, carbon dioxide, nitroget 
its normal space is in operation. The plant and oxygen must be scrubbed from the gi 


was constructed by the East Ohio Gas Com- 
pany at Cleveland, Ohio. Thermostyle gas 
containers hold the liquefied gas under pres- 
sure. Each sphere stores 84,000 cubic feet of 
liquefied natural gas which will expand to of lines in this revolutionary installation, as 
50,000,000 cubic feet when released. Tempera- suring safety. They keep upkeep down. 


To withstand the high pressures and extrem 
sub-zero temperatures, the valves had to 


right. Nordstrom Valves control the majority 


MERCO NORDSTROM VALVE CO. 
A Subsidiary of Pittsburgh Equitable Meter Co. 
Main Office: Pittsburgh, Penna. Branches: Boston, Buffalo, Brooklyn, Chicago, Columbia, $. C.; Des Moines, Houston, 
Kansas City, Los Angeles, Memphis, New York City, Philadelphia, San Francisco, Seattle, Tulsa. 
SS 
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’ e Whatever the demands of the gas in- 

dustry may be, Connelly is equipped 

to meet them. With our new laboratory for scientific 

testing of purification materials and greatly increased 

facilities for the production of Iron Sponge, Governors, 

Regulators, Back Pressure Valves and other equip- 

ment for gas purification and control, Connelly is at 
your service, ready for any emergency. 


Under the able management of Mr. A. L. Smyly, pio- 
neer in gas purification and pressure regulation, this 
organization has continued its leadership in the field, 
and the fact that Connelly products are standard in 
hundreds of the leading gas plants of the country is 
indicative of the service rendered. 


@ Mr. A. L. Smyly 
President 
Connelly Iron 
Sponge 

vernor Co. 


IRON SPONGE and GOVERNOR Company 
CHICAGO, ILL. ELIZABETH N. J 





gy SPRAGUE COMBINATION METER-REGULATOR 


LATEST ACHIEVEMENT 
IN 
GAS MEASUREMENT AND 
CONTROL 


For Manufactured, 


Natural and Butane Service 


Write for bulletin. 


THE SPRAGUE METER CO. 


Bridgeport, Conn. 
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NOT LONG AGO an inspector for one of the largest engineering and 
contracting concerns in the country was in our Ridgway Works inspect- 
ing some motors for a client. While passing through the shop he noticed 
two 2000-hp. two-pole induction motors being set up for test. He 
requested permission to witness the test, and was impressed by the 
outstanding performance of the motors. 


Soon afterwards his company ordered three Elliott 800-hp. two-pole 
motors for a utility plant. Their operation was so satisfactory that we 
have since built for this same utility plant three 1750-hp. two-pole 
motors, like those illustrated above. 


This is not the first time an inspector has been unusually 
impressed with the two-pole induction motors we build in 
Ridgway. In fact the word has passed around that we Oo 
“know our stuff’’ on large high-speed motors. You will find 


lots of them driving boiler-feed and other pumps, particu- 
larly in utility plants — and doing an excellent job on it. 


Elliott Company engineers have the experience and 
**know how”’ on this type of motor. They have been build- F ; L : OT 
ing them with unusual success for 25 years. 


; COMPAN 


Elliott motors of this type have pressure lubrication from a built-in unit. i Dept 
Stator frames are cast or welded steel, as desired. Large ventilating Electric Power oF. 
channels and ducts in shell and stator core insure cool, quiet operation. A 
Structural design provides unusually high strength and rigidity at high R He G Ww AY J P 
speeds. Descriptive bulletin on request. DISTRICT OFFICES IN PRINCIPAL G 





LLIOTT is good on big, high-speed induction mote 





R 


T 
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Dept. 


PA. 


NCIPAL 























Attilities Almanack 

















Due to war-time travel restrictions, conventions listed are subject to cancellation. 


+7 NovEMBER z 





T* 


q New Jersey State League of Municipalities starts meeting, New York, N. Y., 1942. 





q@ New England Transit Club convenes, Boston, Mass., Dec. 3, 1942. 


’ 





{ American Society gf Agricultural Engineers will hold session, New York, NN. x 
December 7-9, 1942 





9 Arkansas Municipal League will hold meeting, Little Rock, Ark., Dec. 8, 1942. &) 








q American Public Welfare Association will convene, Baltimore, Md., Dec. 11—13, 1942. 





q National Chemical Exposition and National Industrial Chemical Conference begin, 
Chicago, Ill:, 1942. 





{ Arizona Municipal League will hold meeting, Yuma, Ariz., Dec. 18, 19, 1942. 





4 American Economic Association will hold meeting, Cleveland, Ohio, Dec. 29-31, 1942. 





4 Tax Institute opens session, New York, N. Y., 1942. 





{ Society of Automotive Engineers will hold war production-engineering meeting, De- 
troit, Mich., Jan. 11, 12, 1943. 





q American os of Civil Engineers will hold annual meeting, New York, N. Y., 
Jan. 20-22, 








4 American Society of Mechanical Engineers starts annual meeting, New York, ¢ 
Ni -¥., : 2982. 





2 DECEMBER z 





21} S? 
22| S 
23; M 
4|T 
25| W 
26|/T! 
a7| F 
‘28| Se 
29/ S 
30 M 

1| T 


American Institute of Electrical Engineers will convene, New York, N. Y., Jan. 25— 
29, 1943. 














q National Institute of Municipal Law Officers starts meeting, New York, N. Y., 1942. 
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Courtesy of the A. C. A. Gallery 


“Round House” 


By Joe Jones 
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= 4Key Utility Men Will Be Held 
= Where They Are Needed 


So will those in other industries, says the author, 
including men who work on the 'farms—Relations 
of the utilities with the Army and Navy—Strikes. 


By HERBERT COREY 


list in the Army or Navy. By 

“key man” is meant a man in 
an essential job who cannot be replaced 
immediately. Neither the Army nor 
Navy would say so, both services being 
diplomatic and cautious in their deal- 
ings with the public. But behind closed 
doors it might be suggested that the 
Army and Navy do not regard presi- 
dents, secretaries, recent graduates at 
work in Papa’s office, or anyone con- 
nected with the banking business as 
key men. One gets the impression that 
the Army and Navy are especially not 
infatuated with bankers. The armed 


N' key man of a utility may en- 
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services would be delighted to get hold 
of the president of any bank and work 
his tail down to the roots while ready- 
ing him for war. Unfortunately presi- 
dents, bankers, and the like often are 
threatened by decay in all its forms 
and therefore would be rejected in any 
case. 

The man who works with instru- 
ments or climbs poles or plays tricks 
with currents so that many of them in- 
habit a single wire peaceably is a key 
man. The Army and Navy will not 
touch him. They do not want the ef- 
ficiency of the utilities marred by so 
much as a scratch. They know that the 
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nation’s work for war depends almost 
entirely on electricity and telephone 
service. They know that dark cities 
would be unhappy and troublesome and 
that if we were to be deprived of fast 
and reliable communications we would 
fill up with rumor like a pop bottle with 
bubbles. We are beyond question the 
best informed people in the world, but 
we have to some extent been spoiled 
by that fact. We must have news hot 
from the wire every hour on the hour 
or we begin to bite our nails. In pioneer 
days the stalwart American did not 
bother to find out whether we were or 
were not at war with the Indian. He 
just cracked down when he saw the 
Indian. Life was simpler then. 

The remarks immediately precedent 
have to do with the key man of a utility 
who wishes to enlist. He cannot enlist. 
The Army and Navy have issued a 
joint memorandum to that effect. 


a“ this they are within their rights. 
No one can overrule them. If they 
do not want to accept a man who wishes 
to enlist he is out and no nonsense. If 
a key man enlists by stealth, so to speak, 
and is not detected for what he is, he 
might be overlooked. That would de- 
pend largely on the temper the Army 
and Navy might be in that morning. 
It is conceivable, too, that such a man 
might be needed and the military eye 
might in that case refuse to see him. If 
this comes to the attention of the Army 
and Navy the statement will be vigor- 
ously denied from several angles. It 
must be understood, however, that the 
services are extremely self-centered. 
Their business is to prepare for war 
and for nothing else. They would not 
sack the utilities of their key men and 
injure the utilities they need in their 
NOV. 19, 1942 


business. But they might let a man gg 
through the lines here and there. Not 
ing can be proved against them, 

If a key man is drafted, that’s q 
other story. A key man, according 
one of the authorities consulted, stand 
on his own bottom. That seems nq 
merely improbable but there is even 
fine flavor of indelicacy in the phrag 
That’s what the authority said, hoy 
ever. The drafted man should mak 
clear to his local Selective Servig 
board that he is a key man. This boar 
has the authority to defer his inductio 
into the service indefinitely. The boar 
should defer him. The local boards a 
admittedly a pain in the neck to th 
Selective Service in many cases, fo 
one board will do one thing and t 
board next door will do another thin 
and there are constant and justified ré 
ports of unfairness in selection. 


* beam the outsider’s angle it seem, 
that perhaps the trouble is locate 
somewhere nearer Washington, D. @ 
If the local boards were given precis 
instructions about what to do ina 
cases it would seem—still to the ou 
sider—that this trouble could be eling 
inated. The boards are directed to fi 
their quotas and they do that no maf 
ter how many other instructions the 
may get about deferring lame men an 
grandfathers and the fathers of larg 
broods. Maybe the boards are victim 
of the prevailing Washington disea 
of paperitis, and get so many instrud 
tions that they are confused. Gener: 
Selective Service Hershey was quote 
as saying the other day something t 
the effect that 

“We send the boards lots of papers 
They would do well to throw 91 p¢ 
cent of them away.” 
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KEY UTILITY MEN HELD WHERE NEEDED 


Ifa key man does not make clear to 
e board that he is in an essential po- 


joyer in any one of the important in- 
lwstries, such as utilities, although this 


nily stated. The government does not 
yish to impair the efficiency of these 
tilities. The Manpower Commission, 
aded by Paul V. McNutt, and on 
yhich are representatives of the several 
nvernmental agencies concerned, real- 
es that if a key man is taken away 
mother key man must be trained in 
is place. 


tmay be that the vacancy can be 

filled by promotion but even in that 
ase the utility which had two valuable 
en has only one valuable man left on 
he job. That does not make good sense. 
tseems to be the fact, however, that 
jot only the men involved but the local 
bards and the industries themselves 
fo not always understand this. This is 
ot to be marveled at when the tremen- 
lous size of the task on which the 
ountry is involved is taken into con- 
ideration. Much of what has been done 
nall phases of the job of getting ready 
or war has been on the trial and error 
lan, The diet of the new Army, for 
mstance, was planned by a board of 
he most eminent dieticians in the land: 
“We will give the men plenty of 


spinach,” the dieticians agreed. “‘Spin- 
ach is good for them. We will cut down 
on potatoes.” 

When it came to feeding the men the 
dieticians found that the men did not 
want spinach and demanded more 
spuds. Lumberjacks were permitted to 
enlist because they are fine, big men 
and husky enough to stand any kind 
of grief. But when the need for more 
lumber became acute Mr. McNutt was 
obliged to issue an order holding the 
lumberjacks on the job. They may still 
enlist, for there is no way of keeping 
a patriot from enlisting if the Army 
and Navy do not refuse to accept him, 
as in the case of the key men in the 
utilities. The Selective Service boards 
may decline to take such men for the 
draft, if it is pleaded that they are in 
essential positions, and the employers 
may ask deferment if they choose. If 
the local board refuses to defer, three 
appeals are possible, the final one being 
to the President himself. 


it is now as certain as anything can 
be in the present state of world flux 
that universal mobilization will be or- 
dered before long. The Army and Navy 
both want young men for the combat 
service, As Congressman Wadsworth 
recently pointed out, the young men 
make the best soldiers. Their units 
should be strengthened and stiffened 
by older men from the regular services 


e 


plays tricks with currents so that many of them inhabit a 


qj “THE man who works with instruments or climbs poles or 


single wire peaceably is a key man. The Army and Navy will 
not touch him. They do not want the efficiency of the utilities 
marred by so much as a scratch. They know that the na- 
tion’s work for war depends almost entirely on electricity 


and telephone service.” 
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—-sergeants and corporals and masters 
at arms and the like—but the young 
men have unbelievable endurance and 
resilience as well as the fire and dash 
which make such operations as those 
of the Marines in New Guinea possible. 
As the war goes on the older men will 
either be retired for disability or be 
relegated to the important but not quite 
so strenuous posts in the various serv- 
ices of supplies. Mr. Wadsworth ob- 
served that at the close of the Civil 
War the fighting men in the Union 
Army averaged between nineteen and 
twenty years of age, and in the Con- 
federate armies the average was even 
lower. The Navy today will accept vol- 
unteers of seventeen if their parents 
give consent. If the war continues, and 
few of the professional chiefs look for 
anything else, it is possible that the top 
age limit may be advanced to seventy 
years. 

The certainty of the passage of a 
universal mobilization law—as it now 
appears — taken with the attitude 
toward the retention of key men in in- 
dustry of the Army and Navy and the 
Manpower Commission, is an evi- 
dence that the agencies of the govern- 
ment are at last approaching the task 
of preparing for war in a businesslike 
way. No shade of criticism should be 
read into that sentence. 


MERICANS were not only a pacific 
people before the Japs hit us at 
Pearl Harbor, but as a nation we are 
amateurs at war making. The Army 
and Navy were professional in their 
plan making, but they had been starved 
for years. A careful study of the busi- 
ness operations of our participation in 
the First War had been made by the 
Army and other agencies, but when we 
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entered the Second War these studi. 
were not even looked at. Herbe 
Hoover and Bernard Baruch had wo, 
fame for the success of their manage 
ment of the food and industrial prob 
lems but the things they had learned 
were not considered. We started fro 
scratch. Industry and the Army an 
Navy did a magnificent job, becausg 
their chiefs at least understood thé 
broad outlines of the problem. It 
common knowledge that the civil end 
of the effort was confused and diffused 
The redeeming fact was that Congres 
was ready to appropriate all the mone 
needed and President Roosevelt did no 
hesitate to spend it. A little niggling 
and hesitancy at that time might havé 
irretrievably hampered our war effort 
During that early period each clemen 
involved operated without a faint view 
of the whole. 

Even today it is not likely that any 
one knows—or can know—the full ex 
tent of the demands which must bé 
made upon us. An Army of 10,000,000 
men is accepted as a reasonable cer 


certainty whether the war will drag on 
but the Army and Navy must preparé 
against the worst. No one knows 
where we must fight in the future. Ice 
land, Africa, the Pacific islands, India 
Malaya, the continent of Europe, and 
the archipelago of Japan would see 

to be certainties, and preparations must 
be made against the different needs fo 
transport and clothing and food in 
volved. 


WwW: are committed to supplying ou 
allies with food, and certain items 
must be sent to Latin America not onl 
to serve its needs but to facilitate the 
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Amateurs at War Making 


66 AMERICANS were not only a pacific people before the Japs hit us at 

Pearl Harbor, but as a nation we are amateurs at war making. 

The Army and Navy were professional in their plan making, but they 

had been starved for years. A careful study of the business operations 

of our participation in the First War had been made by the Army and 

other agencies, but when we entered the Second War these studies were 
not even looked at.” 





securing of the things produced in the 
southern continent and which we sorely 
Med. If it were to be said that we have 
been somewhat belated in our apprecia- 


tion of these facts the statement would 
be truthful but to some extent unfair. 
The need of a closer coordination of in- 
dustry, the armed forces, man power, 
ad the government has long been 
understood, but the actual codrdination 
has been difficult. Remember that we 
age amateurs in war making. A busi- 
gm 'ess can be turned end for end—as the 
automobile industry was turned—but it 
isnot so easy to reform the preoccupa- 
tions of 133,000,000 people. This is 
especially true when it is recalled that 
there has not been at any time a great 
over-all plan. Americans are indi- 
vidualists, but a little dash of totali- 
larianism might have been welcome in 
the first year of the war. 

Except that we could not have taken 
it, We do not think that way. We had 
to feel our way along. Amateurs led 


‘Bm mateurs, 
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KE fin period of most spectacular 
progress is ended. In this first 
year of the war miracles have been ac- 
complished by industry and the Army 
and Navy. From now on we will be 
engaged in consolidating our position. 
A good deal of the noise of the early 
days has been stifled. Officeholders who 
feel the urge to romp onto a rostrum 
with a fresh speech every day or two 
are being calmed down. A good many 
of them will continue to romp, there 
being no known way of keeping an 
orator from orating if he can get a hall, 
but there will be less of it. Elmer Davis 
is actually obtaining some control over 
the written governmental word. He has 
expunged a great many services of in- 
formation—and propaganda—and has 
consolidated the issues of some other 
services, so that they now come from 
the Office of War Information and do 
not cross each other as they occasion- 
ally did. Byron Price’s Office of the 
Censor has obtained some greater 
authority over Army and Navy censor. 
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If a service censor is arbitrary and un- 
reasonable in his treatment of news- 
paper or magazine stories, Price’s office 
will arbitrate. In practically every in- 
stance, except when facts which might 
be of aid to the enemy are involved, 
Price has found the service censor 
chiefs cooperative. It has been made 
clear to everyone, from the White 
House down, that American editors 
are more than willing to obey the rules 
of voluntary censorship, but that a cen- 
sor is not an editor and must accept that 
fact. 

The plans for the future manage- 
ment of man power, so far as they seem 
to have been considered at this time, 
may be roughly stated as follows: 


i iow Army and Navy will be given 
the men they need. These men, 
however, will not be put into the ranks 
until the need becomes apparent. By the 
end of 1942 there will be more than 4,- 
000,000 men in the Army. It may then 
be possible to see at what date how 
many more men must be had. Four 
months, or thereabouts, will make the 
average young man into a pretty good 
soldier. More time is better, of course. 
A year is all that is needed except for 
actual combat experience. 

The men of the working forces will 
be carefully screened. No key men will 
be taken, as has been told previously. 
Especial attention will be paid to the 
need of men on the farms, for it is now 
evident that the responsible officials 
have been blind to the fact that the 
farms are being robbed of workers. 
This is the more dangerous because 
there will be less farm machinery 
available in 1943 and the demands for 
more food will certainly haveincreased. 
To some extent this need of men can 
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be made up by calling upon the farmers 
and their wives who have more or less 
retired. They can at least train city folk 
and children, who will discover to their 
amazement that farming is a skilled 
occupation. It is certain that the WPA 
and other relief agencies will be stopped 
and the men and women who have been 
depending on government aid will be 
compelled to go to work. A man trans- 
fer service may be worked out. It seems 
simple enough in theory, for Henry J. 
Kaiser was able to obtain workmen in 
New York as rapidlyas he could handle 
them on the West coast, and was able 
to get special trains to carry them West. 
The U. S. Employment Service inter- 
fered and forced Kaiser to tie himself 
up for a time in red tape. So much in- 
terest has been aroused in more or less 
high places that it is regarded as prob- 
able that a simpler method will be 
found, divorced from governmental 
management. Or at least given a lega 
separation. 


W omss power will be more large- 
ly used. The report on women in 
factories has been universally favorable 
—at least so far as the report has been 
printed—and some of the employers 


have been enthusiastic. It is reason- 
ably certain that school terms will be 
shortened to give the children a chance 
to work at the lighter tasks for which 
they are fitted. The top age limit of 
sixty-five will not be arbitrary, for men 
and women above that limit will be em- 
ployed if they are physically fit. The 
over-all plan is to make use of every 
man and woman who can be spared 
from his or her present job, and is able 
to work. Voluntary enlistment at such 
local centers as Selective Service 
boards, chambers of commerce, desig- 
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rated schools and churches will be em- 
ployed. If Mr. Kaiser or the Boeing 
people or Henry Ford wants 500 me- 
chanics each, a telegraphic order will be 
gnt to the regions in which there seems 
tobe the most unemployment : 

“Mechanics wanted.” 

The district will wire the central 
board and, on getting the resultant 
order, send on the ten or fifty men and 
women needed by the night train. It is 
planned to emphasize speed at this 
point and accuracy in the screening of 
the possible candidates so that their 
abilities may be fitted to the needs. 
There will be some reverse screening 
inthe Army. A good mechanic may be 
snapped out of his uniform for a period 
of a few months or years on the appli- 
cation of his former or a prospective 
employer. War comes first. The man- 
power legislation which the authorities 
think will come may contain a provi- 
sion forbidding strikes and imposing 
penalties for needless lay-offs. The 
British plan will be followed fairly 
closely, for they have worked it out by 
trial. It is true that there are strikes 
even now in Britain, but there are few. 
They are for the most part short-lived, 
and if the strikers really impeded the 
war effort Britain would deal with 
them. 


i Seam is a diehard remnant of the 
proponents of straight-put gov- 


ernment management still clinging to 
the fringes of the make-ready program. 
It is the judgment of many of those 
concerned with successful production, 
however, that their influence is waning. 
The Army and Navy are in no mood to 
permit theorists to impede the flow of 
guns and munitions and it is gradually 
getting home to the top-rankers in the 
government that at this time the direc- 
tions of the Army and Navy must be 
accepted as supreme. They know what 
they want and send in their orders. In 
spite of the innumerable—and mostly 
true—stories of friction between the 
services and the WPB and its adjuncts, 
these stories are for the most part con- 
cerned with minor incidents. 

The Army does not want to get 
tough and will not get tough if it can 
be avoided, but if our national safety 
is involved the Army can get tough. 
That sentence is really meaningless, for 
no one is voluntarily interfering with 
war work. Little men, peevish men, 
men whose nerves have given way and 
who lack the qualities essential to 
pleasant contact do make trouble now 
and then. In the enormous national 
business they escape notice by authority 
for a time. But when they are found 
they are bounced. Sometimes, unfor- 
tunately, they are only shifted. The aim 
is to get our 133,000,000 people at 
work as a unit by the end of 1943. No 
one in high position—so far as can be 


e 


of world flux that universal mobilization will be ordered be- 


q “IT is now as certain as anything can be in the present state 


fore long. The Army and Navy both want young men for 
the combat service. As Congressman Wadsworth recently 
pointed out, the young men make the best soldiers. Their 
units should be strengthened and stiffened by older men 


from the regular services...” 
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discovered—really looks for the ma- 
chine to be functioning at top speed be- 
fore that time. 


HE relations of the utilities with 

the Army and Navy have been 
extraordinarily good. There have been 
instances of failure to cooperate on the 
part of individuals and a few com- 
panies have objected to orders to the 
extent of asking for more time before 
complying. There have been no serious 
disorders of this kind, however, and 
the few minor cases may be charged to 
an incomplete understanding or to local 
conditions that compelled delay or ap- 
peal. There have been so few strikes 
that when statisticians were asked for 
information they replied as with one 
voice: 

“Nothing of any consequence. A 
few small, local affairs.” 

When a strike does occur the Con- 
ciliation Service of the Department of 
Labor goes into action. If this fails the 
case goes to the War Labor Board and 
finally it may be sent before the Na- 
tional Labor Relations Board. The 
WLB and the NLRB operate with 
entire independence, butthe WLBnever 
attempts to challenge a ruling of the 


NLRB. From March 1, 1941, to Ma 

15, 1942, only 35 utility cases wer 
heard by the NLRB, and not on 
could be classed as really serious. The 

had to do for the most part with quar 
rels over jurisdiction and representa 
tion. This must be accepted as a goo 
record for an industry in which—La 
bor Department figures—there are now 
913,300 employees in light, power, and 
communications alone. There hav 
been some disagreements over wages i 

the construction end, notably at Fo 

Peck, and some of the hydros in thé 
West have lost man power because the 
men enlisted rather than wait to bé 
drafted, and got away with it becaus¢ 
no one thought to classify them as ke 
men. A considerable number of thes¢ 
have applied for commissions. 


I“ 500 cases handled by the War La 
bor Board only 13 had to do wit 
the utilities. No figures are available a 
this time, but it is believed by the 
authorities that little time was lost it 
all the strikes. The men in many in 
stances doubled up their functions, and 
two shifts handled the work of the 
third shift while the men went 0 
strike. 





Municipal Taxes 


4 To is many a city throughout the country in which property 
owners think they pay almost no municipal tax due to city- 
owned utilities. However, while the property owners in these localities 
may not get much of a tax bill from the municipal authorities, they are 
paying taxes just the same. Such taxes are buried in the bills they re- 
ceive for electric power, gas, and other municipal services through the 
relatively high rates they are paying therefor. In the majority of in- 
stances it would probably be cheaper for most such cities to buy their 
juice from outside private utilities, have it delivered to a central switch- 
board, and distributed over city- and town-owned lines. This is true 
in my own home town where residents enjoy some of the lowest light 
and power bills in the country.” 
—Rocer W. Basson, 
Financial economist, analyst. 
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A Customer Makes a Prophecy 


Our changing world will continue to change, he 

says, but this does not mean socialism which is not 

in demand by the masses; and, he adds, if execu- 

tives are willing to offer sufficient advantages to the 

masses, the present battle over political or business 
control can be won. 


By KIMBALL I. JACK 


HAT can business leaders ex- 
W v= in years ahead? A mighty 

question! It is echoed daily in- 
0 microphones and perhaps before 
ery chamber of commerce in Amer- 
ica. Through all the babble of pessi- 
mism and wishful thinking, our social- 
economic diatessaron has moved on to 
am the left at increased tempo and, what’s 
worse, in apparent harmony with the 
Creator. So now blossoms the time to 
be realistic and make prophecy. 

The reason we are so certain that 
prophecy is now in order comes as a 
result of casual observation that hun- 
dreds of once happy and confident ex- 
ecutives, who held priorities on men, 
money, and materials, now walk home- 
ward with heavy feet. They sink into 
comforting chairs and to the little wom- 
an break the sad news: “It’s no use, 
Marthy. The capital system is in the 
wringer. God have mercy on our chil- 


dren, Our career in free government 
is ended.” 
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May-day optimists—and there were 
many of them in business—have in- 
deed much in point when they despair 
of political trends. The capital system 
has been in the wash. Furthermore, to 
defenders of free enterprise, the war 
appears only as a nightcap, foam on 
the beer mug, an incident that affects 
the temporary application of a slow- 
moving, long-enduring economic phi- 
losophy. About us we see stimulated 
what has been slowly fermenting in 
time of peace over many years. Conse- 
quently, once-optimistic, once-happy 
executives, who cheered when the sales 
curve zoomed skyward, are objects of 
conflicting emotion to say the least. 

“State socialism is inevitable,” be- 
moan some who unwittingly echo the 
socialist’s propaganda, just as Euro- 
peans echoed Hitler’s pet phrase that 
the German army was invincible. “The 
sins of one ruthless compatriot are be- 
ing visited on all the rest of us,” be- 
moan others. 
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Some more combative individuals 
are trying to stem the tide. They be- 
lieve it possible to out-maneuver the 
onrush of bureaucracy if all-in-favor 
will but work together. Between these 
two extremes, the warrior and the ap- 
peaser, ten thousand business heads 
worry through their affairs fretfully, 
hoping that by some miracle the good 
old days with sales curves and the ex- 
pansion will return once again. 


W: direct our first prophecy to 


these uncertain ones. To the val- 
iant ones, too, we venture a none too 
original observation in hope that by 
some remote chance, it may persuade 
business to look one and all in the same 
direction at the same time. Democracy 
is not lost. Socialism is not in demand 
by the masses ; nevertheless, the proph- 
ecy is this: Our changing world will 
continue to change. 

Indeed, a curious fact it is that 
though we review all the earth’s his- 
tory, look at individuals, the family, 
the community, or at nations, no man 
and no group has devised one single 
institution that even hints at perma- 
nency. Our Pharaohs and Athenian cul- 
tures are ended. Yesterday, with its 
Indian fights and exploitations of a 
new land, will never come again. Today, 
with its phenomenal hint of abundance, 
will roll into something different to- 
morrow. What’s more, the future years 
will only prove anew the one incontro- 
vertible rule that no episode stands 
still; that we can expect nothing to stay 
put. Back and forth swings the pendu- 
lum of time, and with it go unceasingly 
the processes of change. 

This rather trite observation is made 
for one reason only. The point to be 
emphasized is that perhaps these flur- 
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ries in the world around us are not s 
startling after all, but go on for all tim 


true wisdom, the banner of leadership 
belongs not so much to those who at 
tempt to freeze a pattern of the mo 
ment, to stop the current in the river 
It belongs to those who would confron 
piracy so prevalent today, and the 
build a more seaworthy vessel that wil 
float where humanity carries it. Chang 
is inevitable. To fight drifting sea and 
sky is folly. But to keep control of yout 
own ship is worth a grand tussle an 
day. And it is not improbable, as wé 
now hope to suggest, to keep this ship 
in the hands of the people who own it 


Ras let us remember that peopl 
are essentially creatures of reaction 
The mainsprings of mankind throug 
generations have impelled him to seek 
food, to make love, and to be recog 
nized. 

One day the meek man uncovers hig 
head to a flag, yet reaction sets in an 
the next day he permits himself to be 
blown to pieces tearing it down. One 
morning he composes endless reams of 
prose to assure his fellows that he loves 
freedom, yet he sells this same freedo 
a day later for a government subsidy4 
He will spend a lifetime building a busi 
ness for himself, and then stand by 
without protest while a political clique 
runs wolf-like among the flock and so 
prejudices his own friends that he ca 
own no property at all. 

Changeable, reversing his attitudes 
and behavior almost daily, man’s te- 
sponse and inconsistence prove only 
one thing: that attitudes, dress, and 
rituals are mere frills on the garment 
of basic life, leaves on the surface of 
a river, nothing more. 
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Give a man food, permit him to make 
love in style with his neighbors, recog- 
size him, and the embroidery work 
alled systems and philosophies may be- 
ome whatever they will. Man’s job 
is fundamentally. survival. He leaves 
his ideology and the manner of doing 
things to the more energetic, more ar- 
ticulate few. Like the lamb that he is, 
he accepts whatever is fabricated for 
him, whether it be Christianity or 
Buddhism, girdles or sunbonnets, sub- 
ways or vitamins. Contradictions and 
inconsistency mean little to him. 


l' is for this reason that we must in- 
sist that capitalism versus socialism, 
or bureaucracy, as definitions have lit- 
tle part in man’s basic perplexities. Nor 
is there specific reason to think that 
our demagogues who today maneuver 
for control have socialism as their ulti- 
mate aim. Either theory of government 
that so much concerns business and 
politics can be made to resemble a bowl 
of honey or it can be shaped like a 
sword. Terminologies, such as peace, 
fraternity, and equality are the life- 
germs in both systems. Something 
nore basic is at the bottom of man’s 
present-day unrest. 

For business to fight socialism or 
the New Deal in the abstract is indeed 
fighting straw men. The sole outcome 
of a contest between systems that have 


©) 


identical objectives, yet different means 
of reaching these objectives, can only 
be confusion. Further, battles between 
leaders for control cast not the slight- 
est shadow on mass movement. One 
group wins and then the other side 
gains the upper hand, but the masses 
hold in their latent, cyclonic hand 
permanent supremacy. Intellectuals of 
our executive group could better spend 
energy in learning what the mass man 
is striving to attain, and then set about 
to maintain the driver’s seat and give 
it to him. To permit the masses to get 
even the faintest impression that our 
business leaders are opposed to their 
best interest is an obvious blunder. Yet 
that seems to be what has happened. 


— for example, almost any 
large industry. During a dozen 
years past a definite change has taken 
place in the attitude of many customers 
regarding the desirability of business 
management. Contrary to loose state- 
ments, and conjectures that are looser 
still, these customers who tire of busi- 
ness control have not stated that they 
prefer political control. It is their own 
interests they seek, none other. Public 
opinion survey groups that offer only 
a choice between political and business 
management have a surprise awaiting 
them. The public does not show too 
much enthusiasm for either. What the 


“...acurious fact it ts that though we review all the earth's 
history, look at individuals, the family, the community, or 
at nations, no man and no group has devised one single in- 
stitution that even hints at permanency. Our Pharaohs and 
Athenian cultures are ended. Yesterday, with its Indian 


fights and exploitations of ane 
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~w land, will never come again, 


Today, with its phenomenal hint of abundance, will roll into 
something different tomorrow.” 
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public wants is adjustments in opera- 
tion that give consideration to the pub- 
lic itself. Biologically and psychologi- 
cally, mass man is running true to 
form. 

Business has no need to fear social- 
ism as a doctrine under the banner of 
socialism. A percentage of individuals, 
at all income levels, has always de- 
sired it and has voted for its adop- 
tion. Today’s movement is more seri- 
ous. It assumes the proportions of a 
revolt—not against business manage- 
ment, not in favor of politics, but 
straight down the middle of the row in 
the interest of the customer himself. 

Let us take a moment and examine 
changing customer attitude in the util- 
ity industry, as one example. It is evi- 
dent at once that disbelievers in the so- 
called ‘‘American way” are not all on 
relief. Discontents have collected in the 
top income bracket as well, with only 
a slight majority in the great middle 
class. Geography, occupation, and so- 
cial position do not impose themselves 
as controlling factors. 


N fact, staid men of affairs whose 

solidity in free enterprise had never 
been questioned—lawyers, doctors, ed- 
ucators, and industrialists—have slid 
openly into the rdle of doubtfuls. If 
the utility industry, in particular, and 
hence democracy, depends upon its 
friends of yesterday, it must lose by 
default. “I like the utility men person- 
ally,” one heard it said all over the na- 
tion, “but their companies are some- 
thing else again.” 

Public opinion surveys in the year 
1939 indicated in the South that the 
attitude of the public toward private 
business was in a shape to write home 
about. Too many people preferred the 
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distribution of power by government 
and they cared not if rates were reduce, 
at all. Another survey in the West 
while less ominous, showed that fa 
too many customers preferred govern 
ment control. In the Middle East, j 
the North, and again a survey of sj 
million farmers showed a growing 
tendency to escape business as usual 
These reactions, while not for politica 
control, did show a tendency to be criti 
cal of business control. Remembering 
that success is gauged by a contented 
following, such findings were scarcel 
complimentary. 

Extremely interesting is it to follo 
industry’s attempts to explain its loss 
of friends. Many leaders agreed that 
the public was neglected. To atone fo 
this neglect, a number of managers 
whispered, ‘We will give our custom- 
ers education.” But alas! It is diffi- 
cult to understand how these executives 
could misjudge their public in this man 
ner. Educate the masses who thrive on 
Mickey Mouse! The savant’s cry that 
ours was a race between education and 
catastrophe was taken far too literally. 


F2 years some industrial leaders af- 
firmed that the public disliked pri- 
vate operation because it was a monop- 
oly. Many a tome was written to hold 
sizable arguments tending to prove that 
a monopoly was not a monopoly at all, 
but offered competition. It was assumed 
that if education went to work, and this 
fixation was undermined, the public 
would have no excuse left for disfavor. 
This course ignores the possibility that 
the customer merely regards manage 
ment as impractical, and that the pub- 
lic might be willing to accept the same 
monopoly in the hands of somebody 
else. 
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Systems and Philosophies 


io Pp aman food, permit him to make love in style with his neigh- 

bors, recognize him, and the embroidery work called systems 

and philosophies may become whatever they will. Man’s job is funda- 

mentally survival. He leaves his ideology and the manner of doing things 
to the more energetic, more articulate few.” 





High rates soon became another 
specter to explain public resentment. 
It was not impossible to find rare in- 
stances where, for reasons good and 
sufficient, a rate level was maintained 
even though the profit side of the ledg- 
et justified revision downward. Gen- 
erally, however, rates all over the na- 
tion were reduced, but public resent- 
ment remained. Then education set to 
work again. Fortified behind a paneled 
oak door, management devised its edu- 
cational strategy. Scores of advertising 
campaigns ‘attempted to prove that 
tates were not really high. They just 
seemed high. Experts sought to prove 
that rates were low compared with hy- 
pothetical charges the company might 
have made, under different circum- 
stances. The rates, they said, were low- 
er than they were ten years ago, and 
therefore the utility deserved acclaim. 

Now we are a nation where, in spite 
of free education, some 45,000,000 
people have never finished the eighth 
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grade. Another 6,000,000 still sign 
their name with a cross. These same 
unlettered voters, together with friends 
and relatives, did not respond to this 
exceedingly motivated type of educa- 
tion. Furthermore, it should not have 
been a secret that the masses, to the 
last man, would sooner lose a finger 
than to expose the inner workings of 
their emotional selves. Why should the 
casual survey investigator expect to 
hear the truth? High rates were used 
as an excuse for an attitude whose roots 
were nourished by exceedingly person- 
al matters, many of which had long 
standing. 


HE most modest psychiatrist 

knows that when a customer will- 
ingly pays $20 for a fishing rod, and 
never complains, yet cries to heaven 
over a $3 electric bill, something is in- 
volved besides cash on the,line. Conse- 
quently, in spite of rate reductions and 
rate education, weeds of dissension 
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continued to grow. Thus, the strategy 
committee had prescribed another easy 
remedy, but our preoccupied public 
never took the treatment. It was like 
grandfather reading Shakespeare to an 
indifferent farmhand to appease his 
hunger. 

What is industry’s present interpre- 
tation of public hostility? This time 
industry tells itself that the public is 
prejudiced because it does not have 
proper information regarding indus- 
try. 

“Tell the public the facts,” affirm 
our current guiding lights in education, 
“and people will like us,” though no 
one bothers to explain what mental 
process will bring this about. Truly 
naive is the argument that people will 
like the man who tosses dull facts at 
them. 


| rieapanmotee of the theory point out 


that townspeople may at first dislike 
the stranger in their midst, but if he 
tells them his background, he is more 
likely to be understood. Maybe, and 
maybe not. Proponents also cite heroes 
in fiction books. They remind us that 
the indifferent reader can be made to 
laugh or weep by skillful portrayal of 
facts about a fictitious hero. But the 
fallacy of this easy reasoning lies in 
one major point. The utility is no 
stranger, nor has its situation de- 
manded sympathy. The utility has 
served its community for many, many 
years. 

People are not prejudiced because 
of unknown qualities. We do not 
dislike a neighbor’s hound because of 
what may be hidden in its windpipe, 
or because we do not understand what 
by-products may be made of the crea- 
ture’s hair. 
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poem opinions and attitudes be. 
come sufficiently powerful to de. 
mand action, they are based upon mat- 
ters much more tangible. For business 
to talk about cont¢ibutions to the Com. 
munity Chest or tax coffers when the 
public is muttering about inequality. 
for industry to soar into the realms of 
mighty benefits of electricity, when the 
public protests the exercise of another 
kind of power, is wasted effort, to say 
the least. Prejudice that comes as a re- 
sult of specific irritation must be ap- 
swered in kind. The public is no infant 
to be distracted with a bauble. When, 
under such circumstances, the utility 
ignores public murmurs, and talks in- 
stead about its rose gardens, its obvious 
virtues, reminding people that rates are 
lower than they used to be, and that the 
industry is pleasant and God-fearing 
(one public relations expert proposed: 
“Build the largest electric sign in town 
so people will know us’’), it may well 
be helping to bring about its own down- 
fall. 

Management must realize that vital 
human needs are unsatisfied and are 
being played upon by the demagogue. 
Capitalism and bureaucracy—all this 
education versus ignorance will here- 
out have little part in today’s move- 
ment. 

It is only human to shun painful 
truths. Wishful thinking and habits of 
mental coddling build up resistance to 
everything out of the ordinary. And 
in public relations problems, it is some- 
times an executive desire that a special 
brand of public attitude be at the seat 
of all difficulties. Only a left-winger, 
it is assumed, could doubt that judg- 
ment. If criticism becomes too potent 
from men who perhaps love freedom 
as much as the next man and hate to 
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ye free enterprise crumble, the execu- 
ive in question finds investigators, 
gids them into the field to ask the 
mstomer if it is not true that the utility 
is misunderstood, or if rates are not 
joo high. The answer such investiga- 
srs were sent to look for follows like 
ight follows day. 

But the intricacies of human be- 
havior are not solved so readily. If a 
imited questionnaire containing six or 
adozen hand-picked probabilities could 
reveal the basis of human attitudes, 
then James, Dewey, and Freud—all 
our psychological endeavor—have been 
in vain. Because celebrated names ad- 
mit that they experience difficulty un- 
raveling attitude, then we can safely 
assume that the utility field workers 
and research amateurs have likewise 
sored their share of errors in mud- 
ding through. 


i tie arrive nearer to the bottom of 
mass attitude which apparently is 
growing more critical of private oper- 
ation, we need only inquire into the at- 
titude of a fairly typical individual. 
The dominating tendencies that govern 
him will govern the next million. To 
find the typical man we must exclude 
our social theorist, the fanatic whose 
zeal for an idea makes him exception- 
al. We must exclude, also, the increas- 
ing number of employees whose loyal- 


ties are set and influenced by a gov- 
ernment payroll. This leaves two broad 
motives which may be responsible for 
change. The one we may consider un- 
der the head of specific prejudices that 
result either from testimony of the agi- 
tator or from personal experience, the 
whole intent of which is to set up con- 
flict with established concepts. The 
other reason for desiring change is the 
individual’s demand for personal gain. 

Indeed, except for the rare excep- 
tion, any individual can be expected to 
look out for number one. He can hard- 
ly do otherwise. In a world where an 
ever-expanding standard of living re- 
quires an ever-increasing income, the 
whole crux of public relations balances 
on an economic situation that makes 
“myself” more important than “your- 
self.” People may be made to look 
favorably upon anything that promises 
greater satisfactions, and they can be 
turned against anything that may seem 
to interfere. 

It is for this reason that a generali- 
zation is in order which applies to pri- 
vate utilities as an organism. It is this: 
that people are favorable toward a 
growing and expanding organization 
which, in itself, holds promise of fu- 
ture improvement in the individual’s 
well-being. On the other hand, people 
are inclined, even without urging, to 
dissociate themselves from a disinte- 


€ 


“Business has no need to fear socialism as a doctrine under 
the banner of socialism. A percentage of individuals, at all 
income levels, has always desired it and has voted for its 
adoption. Today's movement ts more serious. It assumes the 
proportions of a revolt—not against business management, 
not in favor of politics, but straight down the middle of the 
row in the interest of the customer himself.” 
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grating organization, whose obvious 
limitations promise less and less. 


MM“ your customer believe your 
organization is growing, on the 
up-sweep, either physically or in the 
matter of benefits, and he automatical- 
ly is inclined to follow. Appear to be 
complacent or whipped and you find 
yourself alone. It is here that the fires 
of prejudice may be and are fanned 
by the politician against any group 
where there is so much as a hint of di- 
verting benefits from the individual. 
Fortunately for American business, 
this rule may be made to work both 
ways, though private business has 
never cared to expose selfish motives of 
the demagogue. It is something to con- 
sider. 

A partial list of causes that seem to 
woo our customers into the camp of 
discontent are well worth examining 
if only for the purpose of discovering 
trends of the day. Customer wants and 
complaints should ever be the prime 
concern of business management. That 
management has sometimes concen- 
trated its remedies upon matters of less 
importance is unfortunate. Manage- 
ment has, too often, taken the easy way 
to win friends, selecting procedure that 
required little effort and sacrifice. Some 
alert executives sensitive to mass ap- 
peal have done otherwise. General 
causes that stimulate a desire for 
change are as follows: 


1. Preyupice, A DESIRE TO WIPE OuT 
AN OFFENDER TO ONE’S IDEALS, as, 

(a) Deceptive statements by the 
demagogue which are not con- 
tradicted by the firm under fire. 

(b) Inequal distribution of wealth, 
always accentuated by the firm’s 

careless display of wealth. 
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(c) Shabby treatment in course 9 
a business transaction. 

(d) Social distinctions that injy 
the mass ego. 

(e) Activities that tend to influence 
justice and politics, all countes 
to ideals of equality and faig 
play. 

2.A Hope or Drrect Persona 

BENEFIT, as, 

(a) Improved working conditions 
including mental wages, pur 
pose, etc. 

(b) Greater security—the release 
from uncertainty. 

(c) Higher wages, more rapid ad- 
vancement, or employment if 
now unemployed. 

(d) Less costly merchandise or 
service, or better values. 

3. A Hope or INprREcT BENEFITS, as, 
(a) Increased labor and expendi- 
tures in the community. 

(b) All other vague by-products 
called good citizenship. 


\ \ 7 HAT importance, or weight, may 
be assigned to each possible cause 


of discontent has never been deter- 
mined. Too often, management has 
centered treatment upon a list of indi- 
rect benefits which characterize any 
firm. Rather than assign the answer 
to a competent investigator with suf- 
ficient objectivity and penetration to 
discover a true answer—painful 
though it be—self-styled experts in 
that soft and easy field of departmen- 
talized public relations and advertising 
have been accepted. Psychology was 
traded for amateurs. 

It is probably no exaggeration to say 
that some such specialists have devoted 
90 per cent of their time to what man- 
agement wanted to believe and only 10 
per cent to what the public actually 
thought. Glancing through our adver- 
tising columns at the attempts to dangle 
bait of distraction before the public’s 
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A CUSTOMER MAKES A PROPHECY 








Public Dislike for Private Operation 


“—- years some industrial leaders affirmed that the public disliked 

private operation because it was a monopoly. Many a tome was 

written to hold sizable arguments tending to prove that a monopoly was 

not a monopoly at all, but offered competition. It was assumed that tf 

education went to work, and this fixation was undermined, the public 
would have no excuse left for disfavor.” 





eyes, there is no wonder that the pub- 
lic grew colder still. The result is that 
the public proceeded along its course 
like a herd of sheep, seeking finer grass, 
and continuing to build prejudices 
against the fence that separated them 
from distant fields. 

All possible reasons for enmity, and 
not just a few, should be taken into 
consideration if management hopes to 
win its public back to its side. And here 
we make our second prediction, not as 
an evangelist, or business agent, or 
humblest of students. The writer of 
this article possesses one qualification 
that outweighs all titles, and distin- 
guishes him from any lofty circle of in- 
dustry leaders. It is this: He claims to 
be just another “dumb” customer, a 
member of the 90 per cent. Therefore, 
as a result of this qualification, and 
after having talked with many scores 
of underlings from all over the nation, 
we make bold and predict: If execu- 
tives are willing to offer sufficient ad- 
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vantages to the masses, the present bat- 
tle over political or business control can 
be won. But it does spell a new awaken- 
ing of public interest. It means a keen- 
er appreciation of customers as human 
beings, and of employees who are re- 
belling against dead-end streets and in- 
consideration. 


$s who searches for evidence to 
prove that free enterprise has a 
chance of survival need not look far. 
It’s not surprising that we turn invari- 
ably to the masses. In the first place, 
public opinion surveys indicate that the 
public has less confidence in political 
management than it has in the integrity 
of business. If the politician now pos- 
sesses a sizable following, it comes as 
a result of his being first to recognize 
public trends and to capitalize on them. 
The demagogue announced himself as 
a benefactor, and because no man can 
be indifferent to friendliness, the cus- 
tomer lends a willing ear. From the 
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politician, business may learn this one 
fundamental lesson : that contradictory 
platforms and promises are unimpor- 
tant to the masses if the intents of one’s 
acts are convincingly motivated in 
friendliness. The politician is not 
afraid to promise glorious days to his 
customers on the morrow. The poli- 
tician is not held to all the promises. 
All the customer asks is the friendly 
gesture, your willingness to grant him 
the earth. 

Shrewd, too, has been the politician 
in ignoring our yesterdays, save that 
the past offers proof of what may be 
had tomorrow. With his own hands, 
the politician can, and has, produced 
little. This barrenness of tangible re- 
sults has forced him to talk of abun- 
dance lying always ahead. This is his 
one advantage. Where his story is one 
of futurity, industry constantly seeks 
to remind the public of what it has done 
for them in the past. “See what we 
have done for you,” is the reminder. 
Thus business is always walking back- 
wards into its tomorrow, and uncon- 
sciously creating the mental attitude of 
stagnation. 


i ie admit that production has 
reached its zenith and that our 
problem today is only one of distribu- 
tion, is to separate the mind from the 
body. Industry has plenty to offer the 
customer in years ahead. Where the 
politician stresses emotional satisfac- 
tion and the abundance of tomorrow, 
he realizes his incapacity to provide lit- 
tle of material worth, except as he gains 
this material by confiscation. 

The inventor, the manager, the pro- 
ducer—these entities hold the major 
keys to achievement, and these manag- 
ers can and should remain in the driv- 
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er’s seat. It is up to the masses to make 
the decision. If the public is made to 
have a sufficiently strong preference 
for business management, the poli- 
tician can do nothing except acquiesce, 
Even now the bureaucrat is extremely 
troubled as to his ability to seize mat: 
ters into his own hands. His efforts, 
directed as they have been in recent 
years to legislative secrecy and meas- 
ures of dual purpose in order to achieve 
results, are proof of this fact. The bu- 
reaucrat will fade tomorrow, if the 
masses wish it so. 

Winning the public, then, requires 
first a conviction that all is not lost, 
and with it a desire to save a national 
heritage of free enterprise. Perhaps 
new blood is needed in many business 
institutions, younger men with more 
understanding of today’s needs, more 
adaptability, more aggression. Old men 
who lose their desire of combat can do 
little to win today’s conflict. 


reg winning the public requires 
that private industry forget the 
sentimentality of its past and turn to 
the future. The fullness of living has 
not yet been realized. Our laboratories 
hold innumerable devices, both scien- 
tific and otherwise, which will over- 
whelm the pitiful sense of stagnation 
that is one cause of current revolt. If 
utility leaders will at least map a 3-year 
program, holding up the lantern of 
achievement so that people can see what 
lies ahead, the sick will arise again and 
walk. Nor is it enough that industry 
itself knows where it is going. The pub- 
lic must be told the story of industry's 
benefits tomorrow with the same zeal 
and energy which our politician demon- 
strates in stirring up the doctrine of 
discontent. This is a battle where ac- 
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jon counts more than hoping. It is not 
ajob for advertising alone, but for the 
press, the platform, the motion picture, 
and word of mouth. It means aggres- 
sion. 


1 industry may well ponder 
if the era of sales curves has not 
begun to point back toward the cus- 
tomer. For men to sit in pep conference, 
sing songs, and implore the gods to help 
them reach a quota increased by 10 per 
cnt for the benefit of the 10 per cent 
is to invite continued hostility. The 
masses are now insisting that they are 
to be the beneficiaries of a sales cam- 
paign, and not remote stockholders. 
Nor should industry desire to return 
toold standards. Wealth has lost much 
of its glamor. Wealth as a sign of su- 
periority has largely ceased to be wor- 
shipped. The rich man who possesses 
aweak social intelligence does not feel 
comfortable any place in today’s world. 
Therefore, if business leaders will rec- 
ognize human needs and stress these 
benefits that have the element of true 
service, whether it be health, comfort, 
or education, humans will listen. It con- 
cerns them and they will strive to have 
the promise of such leadership fulfilled. 

What are some of the humanitarian 
objectives that industry may follow in 
making use of surplus earnings? Our 
nation still is possessed of some 104,- 
000,000 people, who at death leave 


estates less than $500. In the prosper- 
ous year of 1929, 40 per cent of our 
citizens were relatively poor, millions 
were unemployed. Hospitalization for 
the underprivileged, better living quar- 
ters, the discovery of exceptional abili- 
ties, promotion of mental hygiene, and 
the establishment of laboratories where 
men may have help in finding employ- 
ment to which they are suitable—these 
are some of the things our masses are 
striving for. 


| cain to remain at the wheel of 
industry, business leaders may well 
consider its immediate problem of ex- 
posing political banditry which has no 
object at present other than to wrest 
control from private hands. Win or 
lose, the masses will appreciate a come- 
back. 

Watch the masses at a ball game. 
The slightest infraction of fair play 
raises a storm of protest. Even bar- 
barous tribes in the Congo have learned 
the value of certain precepts which are 
at the bottom of civilization. These pre- 
cepts have to do with honesty, truth, 
and respect for property. America has 
not drifted so far from the golden rule 
as some business leaders seem to think. 
It is not possible that the masses have 
rubbed elbows in organized society for 
2,500 years without learning some- 
thing about fair play. 

Consequently, our contention is this : 


e 


“To admit that production has reached its zenith and that 
our problem today is only one of distribution, is to separate 
the mind from the body. Industry has plenty to offer the cus- 
tomer in years ahead. Where the politician stresses emotional 
satisfaction and the abundance of tomorrow, he realizes his 
incapacity to provide little of material worth, except as he 
gains this material by confiscation.” 
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Since the American people are funda- of extermination, if political bureay. 
mentally fair-minded, and essentially crats continue their venom unchal. 
not of socialistic bend, they are more _lenged, it can lead to only one thing— 
inclined to follow the producer in fields the death of free enterprise. Indeed, it 
of private business, than the political does seem senile for a nation that is, 
agitator—providing, however, that to all intents and purposes, fighting for 
business tells the right story inthe right freedom, to sit meekly by while com- 
way. Convince people that business of- munistic theorists, who have long since 
fers great future benefits, point out renounced their true colors and have 
that political cliques are practicing de- donned white garments to gain places 
ception far too often for the sake of of influence, be given full sway in tear. 
power, and the public can be depended ing freedom down. Sooner or later the 
upon to respond. true issue must be thrown into the clear, 
That issue is personal freedom, some- 
usT what does this mean? It means thing bureaucratic control can never 
that industry can no longer sit in give. Unless industry is fearless, unless 
resignation while the politician tears today’s silence is eliminated, the case 
industry down. If the struggle is one of freedom is hopeless. 





The Way to Succeed in Bureaucracy 


c¢ ain in a bureaucracy consists not only in having a brain 


but in possessing in that brain a set of opinions consistent 
with the opinions held higher up. Promotion depends upon the 
maintenance of that harmony. If the word gets around that a 
bureaucratic subordinate is a maverick, that he is critical of the 
boss, or that he has ‘a business point of view,’ or, in some other 
period, ‘a labor point of view,’ the way of promotion is closed. 
A youngster today has only to look up the high mountain to see 
how surely conformity with prevailing opinion is the elixir of 
success. There at the top, in the Supreme Court, he sees several 
shining examples of conformity. Can a young man be expected 
to dash his ambitions to the ground and wander back into the 
wilderness from which he came? Of course not. So he con- 
forms. 

“That, more than anything else, is why old-fashioned people 
believe in the ideal of a government of law—however imperfect- 
ly it was achieved at a given moment. For so long as the ideal 
stood, so long as men strove to reach it, there was at least the 
dim promise of something fairer than a multiplicity of individ- 
ual discretions could ever offer. Beyond that, it was never 
human discretion alone that men like Aristotle and Madison and 
Jefferson feared; it was what happens to human beings when 
they have power.” 

—Raymonp Motey, 
Writing in The Wall Street Journal. 
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RELATIONS BETWEEN THE STATE REGULATORY AGENCIES 
AND THE 


Federal War Agencies 


In view of the growing importance of codperative relations between 

the state commissions and the Office of Price Administration, and 

in the light of the resulting effects upon all public utility industries, 

Director Nixon has authorized the publication of the following 

statement so that all readers of Pustic UTILITIES FORTNIGHTLY 
may be apprised of its timely message. 


By ROBERT A. NIXON 
DIRECTOR, TRANSPORTATION AND PUBLIC UTILITIES DIVISION, 
OFFICE OF PRICE ADMINISTRATION 


HE title of this discussion? 
[en well be amended. I would 

have it read: “Relations between 
all governmental agencies in time of 
war.” For it seems to me that every 
bureau, branch, unit, or division of 
both the Federal and state governments 
is a war agency in these times. 

The first objective—the final over- 
all purpose—of the work we are all en- 
gaged in is to win this struggle for sur- 
vival. No one can afford to proceed on 
the assumption that the orbit of his ac- 
tivities is defined in terms which do not 
teflect the needs of war. No one can 


—_—- 


1 Nore: The subject was assigned to Mr. 
Nixon for discussion at the recent annual con- 
vention of the National Association of Rail- 
toad and Utilities Commissioners. This article 
is, therefore, substantially a publication of Mr. 
Nixon’s address before that body on that occa- 
sion.— Ed, 
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close his eyes to the fact that now differ- 
ent standards prevail for the regulation 
of the whole economy of the country, 
and this applies with equal if not great- 
er force to those segments of American 
business which normally fall within 
the scope of regulation by the states 
and Federal government. The demands 
of war make this so, and the fact that 
this convention is dedicated to con- 
sideration of war-time problems is 
convincing proof of the truth of this 
statement. 

And so this discussion will proceed 
on the assumption that the governmen- 
tal agencies in the regulatory field have 
put off their peace-time raiment and 
donned the buckler and shield of war. 


} j IsTORY shows that victory in war 
requires not only unity of pur- 
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pose but unity of action. It was so at 
the birth of our country. It was again 
demonstrated in the great contest be- 
tween the states. Defeat after defeat 
was suffered by the side with the great- 
est resources in man power and indus- 
trial capacity. But when President Lin- 
coln assumed complete supervision 
over the civil and military resources of 
the country and placed the military 
command in a man of action, then the 
tide turned and the effect of the 
superiority in man power and industrial 
capacity made itself felt. In the Great 
World War, fresh in our memories, the 
confusion of divided purposes, con- 
trary objectives, and wasted effort, 
could not bring victory. Finally, under 
a unified military command and a su- 
preme war council in charge of the 
natural resources of the Allies, victory 
was achieved. 

Now we are engaged in a war of 
peoples demanding the full use of all 
the resources of the nations involved. 
This demands greater unity of action. 
Thousands of human lives and untold 
wealth will be sacrificed if we fail to 
perceive the necessity for unity of ac- 
tion. 


CT follows therefore that in order to 
make the most effective use of the 
great material and moral resources of 
this country in the present struggle, you 
and I will find the Federal government 
restricting and regulating more and 
more the incidents of our daily lives. 
One agency will inspect our automobile 
tires; another will measure our coffee 
and sugar; a third will take over our 
boys and train them for battle; still an- 
other will fix the price of all that we sell 
and buy, whether it be a bathing suit 
or an hour of labor. And like good 
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soldiers, patriotic Americans will co. 
Operate. They understand the necessity 
for this and those of us in the regula. 
tory field will, I know, understand the 
necessity for it more fully than does the 
average citizen. 

This brings me to a consideration of 
some of the concrete matters affecting 
the state commissions and OPA. Con- 
gress early recognized the dangers of 
inflation and took steps to halt it. The 
Price Stabilization Act of January, 
1942, was passed, creating the Office of 
Price Administration for the purpose 
of controlling prices. I need not recite 
here the declaration of policy which in- 
duced the Congress to take such action. 

Generally, the act authorized OPA 
to place ceilings on prices of all services 
and commodities except agricultural 
products, labor, common carriers and 
other public utilities, and personal 
services. OPA promptly issued the 
General Maximum Price Regula- 
tion—‘“‘the General Max’’—freezing 
prices as of the highest price in effect 
in March, 1942. It soon became ap- 
parent, however, that prices could not 
be controlled, and the effect of inflation 
forestalled, so long as the factors which 
enter into the price are not controlled. 
Thus, a ceiling could not be maintained 
on cotton socks if the cost of the raw 
material, the cost of labor, and the cost 
of transportation of the cotton and the 
sock were permitted to spiral upward. 
No one argued that price control would 
or could succeed in such circumstances. 


ONGRESS, at the suggestion of the 
President, then enacted the Price 
Stabilization Act of October, 1942, 
which gave the Federal government 
authority to control the prices of virtu- 
ally all of the services, commodities, 
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RELATIONS BETWEEN STATE AND FEDERAL WAR AGENCIES 


and materials theretofore exempt. It 
declared, also, that the policy of the 
government was to stabilize prices as 
of September 15th, so far as prac- 
ticable. But while Congress brought 
under Federal control most of these ex- 
empt prices, including agriculture and 
labor, and therefore subjected them 
directly to the policy declared therein, 
it continued to exempt from Federal 
price control the rates of common car- 
riers and other public utilities. 

The legislative history of the act 
shows that the principal reason why 
such rates were exempted was the be- 
lief on the part of the legislators that 
the field of common carrier and utility 
rates was already substantially con- 
trolled by state and Federal regulatory 
agencies, and hence there was no need 
for further control to stabilize such 
rates. However, in order to make cer- 
tain that the regulatory agencies might 
he apprised of the congressional policy, 
the act provided that no such rate could 
be increased above the September 15th 
level unless the affected common carrier 
or public utility had first given the 
President or his designee thirty days’ 
notice of such proposed increase and 
consented to the timely intervention of 
the President or his designee before the 
regulatory agency having jurisdiction 
in the premises. Inasmuch as this pro- 


vision of the act was inserted as a sub- 
stitute for a provision giving the Presi- 
dent an absolute veto power over rate 
increases, it is clear that the Congress 
believed the existing Federal and state 
regulatory agencies could and would 
apply the congressional policy in pass- 
ing on rate increases during the war. 

This has been the position of OPA. 
We have sought and shall continue to 
seek to make this policy clear, and to 
urge upon your respective bodies the 
necessity for reviewing proposed rate 
increases in the light of this congres- 
sional policy. We think you realize 
more fully than we do the importance 
of preserving the existing machinery 
for regulating rates and making use of 
that machinery in adopting the war- 
time needs of the country to the field of 
regulation. 


TU is recognized, of course, that in 
some states statutory restrictions 
place handicaps on the regulatory 
agencies making it difficult for them to 
take the new factors created by the war 
into account in passing on rate matters. 
But it is my belief that the courts will 
sustain you in applying them reason- 
ably, judiciously, and fairly. Let me 
illustrate : 

The Wisconsin commission, early 
in the year, laid down the principle that 


7 


up a uniform procedure for the furnishing of notice and 


q “OPA has under consideration a proposed regulation setting 


consent required by the act of October 2, 1942. The terms 
of this regulation are being worked out with the advice of 
the Washington office of the National Association of Rail- 
road and Utilities Commissioners, and the industry. Thus 
state commissions and OPA will be able to perform their 
respective functions with mutual harmony.” 
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the standards of public convenience and 
necessity requiring urban bus com- 
panies to extend service were affected 
by the need to conserve tires, equip- 
ment, and man power ; and that a more 
rigid rule should be applied during the 
period when there was a shortage of 
these materials. Mt. Mary College v. 
Milwaukee Electric R. & Transport 
Co. (1942) 45 PUR(NS) 5. Accord- 
ingly, people would be required to walk 
farther to board busses in these times 
than they would be required to do in 
times of plenty. The commission fur- 
ther laid down the principle that no rate 
increases were justified in these times 
when all other types of American busi- 
ness were being strictly regulated, un- 
less it clearly appeared that such an in- 
crease was necessary to preserve an es- 
sential service. Re Wisconsin Teleph. 
Co. (1942) 43 PUR(NS) 193. No 
changes were made in the organic law, 
and no interpretive court decisions 
were sought. The commission said that 
the needs of the times demanded this 
treatment. Certainly, recognition by 
the regulatory agencies of the new re- 
sponsibilities created by the war will 
make unnecessary duplication of the 
jurisdiction and machinery already in 
the regulatory field. I am convinced, 
however, that the necessities of the 
times require the effective application 
of the congressional policy by some 
agency. 


HE division of transportation and 
public utilities of OPA comes in 
contact with state commissions and 
other Federal agencies in four principal 
fields; viz., contract carriers, common 
carriers, public utilities, and warehouse 
and terminal services. 
Common carriers, being specifically 
NOV. 19, 1942 


exempted by the act from price control, 
are not subject to jurisdiction of OPA, 
And the activities of OPA in respect 
to rate increase proposals are limited to 
participation in such proceedings be. 
fore regulatory agencies. The same js 
true of public utilities. 

The exemption does not extend to 
warehouses or contract carriers, not- 
withstanding the fact that in some 
states the rates of warehouses are sub- 
ject to state regulation. In this con- 
nection, the question of whether or not 
a business activity declared to be a pub- 
lic utility by state law, but not common- 
ly regarded as such in the utility field, 
is exempted, is now being tested in the 
courts. We are anxious to obtain a 
clear definition of the exemption so 
that everyone may know precisely what 
his duties are in administering the act. 

One of the most difficult fields of 
price regulation relates to contract car- 
riers. Many states regulate contract 
carriers in more or less degree. Many 
have fixed minimum rates but no max- 
imum. These rates are predicated on 
a relationship with the rates of compet- 
ing common carriers in order to pre- 
serve a proper service in the transporta- 
tion field from a form of competition 
which might destroy the common car- 
riers. When the element of competi- 
tion was present, such regulation was 
sufficient. However, the scarcity of 
tires, gasoline rationing, lack of equip- 
ment, and greatly expanded volume of 
goods being transported, has effective- 
ly eliminated competition in many in- 
stances. And contract carriers are en- 
abled to bargain for rates without fear 
of competition or the prohibition of 
maximum rate limits. Since contract 
carriers are not exempt from the gen- 
eral price regulation, the rates were 
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OPA Pattern for Contract Carrier Rate Reliefs 


66 pe has recently established a special regulation regarding the 

method for obtaining relief under the price regulation. Any 
contract carrier (or warehouseman) may seek relief by filing proper ap- 
plication with supporting data, showing in substance that he is unable to 
continue in business at the existing rates and that the substitute or alter- 


nate service is not available... 
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frozen as of the highest rates charged 
in March, 1942. 


te has recently established a spe- 


cial regulation regarding the 
method for obtaining relief under the 
price regulation. Any contract carrier 
(or warehouseman) may seek relief 
by filing proper application with sup- 
porting data, showing in substance that 
he is unable to continue in business at 
the existing rates and that the substi- 
tute or alternate service is not available 
at prices equal to or less than the rates 
he seeks. 

In order to expedite the handling of 
such cases, intrastate carriers may file 
such applications with the regional 
offices and interstate operators with 
the Washington office. 

To enable state commissions who 
have established general minimum 


rates to secure an amendment to the 


regulation, a method has been provided 
whereby state commissions may re- 
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quest relief for the industry as a whole. 


‘This was worked out after a confer- 


ence with Chairman McDonald* and 
his committee, Messrs. Benton, War- 
ren, and our office. But before relief 
can be granted it must appear that 
standards similar to those applicable in 
cases of individual adjustments have 
been applied by the state commission or 
that the record will support such con- 
clusion. 

I realize that this may require 
some state commissions to reopen their 
cases and hold further hearings in 
order to determine whether or not the 
rates fixed by them for contract car- 
riers which are higher than those in 
effect in March are in fact necessary to 
insure the preservation of the trans- 
portation system; that the substitute 


2 Walter R. McDonald, chairman of the 
Georgia Public Service Commission. John 
E. Benton and Frank Warren are, respectively, 
general solicitor and assistant general solicitor 
for the National Association of Railroad and 
Utilities Commissioners. 
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service. which would doubtless be the 
rail and motor common carriers, would 
cost more than the rates proposed ; and 
that the carriers cannot continue to 
render service under the rates in effect 
in March. Such findings will be given 
great weight by OPA in the considera- 
tion of any petition filed by a state 
commission. OPA appreciates the co- 
Operative spirit the state commissions 
have shown in the contacts it has had 
with them up to this time. It has been 
fruitful of much good. 


N this connection, one state commis- 
sion recently issued a general order 
requiring all common carriers and 
other public utilities seeking authority 
from it to increase rates to file proof 
at the time such authority is sought 
that the applicant has notified OPA of 
such proposed increase and consented 
to its intervention. Another state com- 
mission has developed a program for 
reviewing its common motor carrier 
rates for the purpose of establishing 
maximum rates so that the inflationary 


effects of rising transportation costs 
may be prevented. This action on the 
part of these two states is highly com. 
mendable. 

OPA has under consideration a pro. 
posed regulation setting up a uniform 
procedure for the furnishing of notice 
and consent required by the act of Oc. 
tober 2, 1942. The terms of this regu- 
lation are being worked out with the 
advice of the Washington office of the 
National Association of Railroad and 
Utilities Commissioners, and the in- 
dustry. Thus state commissions and 
OPA will be able to perform their re- 
spective functions with mutual har- 
mony. 

One further comment: OPA has 
been observing the earnings of carriers 
who received the benefits of rate ad- 
justments, either directly or indirectly, 


under Ex Parte 148. Many state com- ] 


missions have evinced a deep interest 
in the economic effects of this blanket 
rate adjustment. Rest assured that we 
will be glad to discuss this matter with 
any interested commission. 





War Cargo Changes Carrier Standards 


TT bulkiest freight shipment ever handled out of Boston by railroad 
was hauled out recently—a huge gear weighing 89,000 pounds, des- 


tined for a part in the war effort. 
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The Boston & Maine Railroad said the shipment was 2 feet wider than 
the standard maximum allowed by the railroads and that during its 
425-mile journey over four lines all other traffic was ordered halted as telep! 
it passed. deare 

For weeks, railroad spokesmen said, engineers of the four lines had M 
been measuring bridges, distances between cuts through ledges, and 
pera clearances to devise a route over which the big gear could pass 
safely. 

A spokesman for the railroads—the Boston & Maine, Rutland, New 
York Central, and a terminal road—said that despite the heavy train by t 
movements and the order forbidding the 4-car special to pass any other tel 
trains on an adjoining track, there was no delay in freight or passenger cep 
service. H 
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ft New York Telephone Company 
told the National War Labor Board 
lat month it was willing to adjust the 
rates of employees earning up to $40 a 
week but believed an increase for those 
in higher brackets was not warranted at 
this time. 

Walter Gordon Merritt, New York at- 
torney, spoke for the company at a pub- 
lic hearing on the demand of the Inde- 
pendent United Telephone Organization 
for a general increase of 10 cents an 
hour. The case involved 9,750 plant de- 
partment employees of that portion of 
the New York metropolitan area which 
lies in New York state. 

The company said average straight- 
time weekly rates, converted to an hour- 
ly basis, were $1.41 as of June Ist, an 
increase of 8.02 per cent in the preceding 
six months. This excluded the so-called 
wage progression increases given after 
stipulated periods of continued service. 
Mr. Merritt said a comparison with emer- 
gency rates in the building trades, for 
instance, would be unfair because the 
telephone company provided “the thing 
dearest to a man’s heart—security.” 

Mr. Merritt said he was not able to 
answer the question of Emil Rieve, labor 
member of the board, whether the re- 
quested wage increase could be absorbed 
by the company without an increase in 
telephone rates. 

Henry Mayer, attorney representing 
the union, said the company had “sugar 
coated” its wage structure and “‘it is the 
strangest thing that the average man in 
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the street believes the Bell system has a 
fine labor policy.” He said wage com- 
parisons had been “so drawn as to be 
misleading and deceptive.” 


* * * xX 


to Utah Supreme Court has stayed 
an order of the state public service 
commission for a reduction of the long- 
distance rates of the Mountain States 
Telephone & Telegraph Company pend- 
ing final determination of a case in which 
the company asked that the order be 
permanently set aside. The order was to 
have become effective October 18th. 

Meanwhile, the company posted a bond 
of $12,500 to protect customers of the 
company in the event the court rules it 
must comply with the order for rate re- 
duction. 


* * #* X* 


ONESSENTIAL war use of telephone 
lines to supply horse race “bookie” 
information was condemned last month 
by the Arizona Corporation Commis- 
sion, which promptly moved to stop that 
type of phone activity. 

The commission ordered representa- 
tives of the Mountain States Telephone 
& Telegraph Company to appear before 
it October 20th to show cause why the 
telephone lines to a “bookie” central news 
distributing agency in the Luhrs Tower 
(Phoenix) should not be severed. 

The commission’s order was inter- 
preted as being broad enough to cover 
not only the telephones used by the dis- 
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tributing centers, but also by so-called 
news agencies in the downtown districts 
which receive and take betting informa- 
tion over the telephone lines. The com- 
mission said that other telephone con- 
cerns in the state which might be sup- 
plying service to “bookie” agencies would 
be similarly cited if the information is 
presented to it. 

The commission’s move was one of 
the developments in the exposé by the 
Phoenix Gazette of the bookies operat- 
ing in Phoenix and using telephones and 
lines needed for military purposes, as 
well as by residents of the city, 

Disclosure of the situation already had 
attracted the attention of U. S. District 
Attorney Frank E. Flynn, and a report 
of the local activity had been sent to the 
U. S. Attorney General in Washington, 
2 a om 

The state commission, in its citation 
and order to the telephone company, de- 
clared that “the transmission of infor- 
mation on horse races is nonessential.” 
It expressed the belief that such activity 
“is probably illegal” and that in the com- 
mission’s opinion “this character of serv- 
ice should be immediately discontinued.” 
Under the laws, the commission has ju- 
risdiction over the services of the tele- 
phone company. 

The commission’s order said: 

Information has been placed before this 
commission alleging that you are at this 
time according extensive telephone service 
in the city of Phoenix to certain parties com- 
monly known as “bookies” for the purpose 
of transmitting information relating to horse 
racing. 

It is a matter of general knowledge that 
government demands incident to the prose- 
cution of the war are taxing your facilities 
to the utmost extent. 

You have emphasized the need for every 
possible line and phone to meet military re- 
quirements. Because of these demands you 
have refused to give service to numerous 
citizens including in one instance an official 
of the supreme court of this state and to 
other persons with legitimate business needs. 

To our knowledge, these sacrifices have 
been accepted by the citizens as a contribu- 
tion toward winning the war. 

Nothing can be more certain than that the 
transmission of information on horse races 
is nonessential. It is probably illegal. In our 
opinion this character of service should be 
immediately discontinued. 
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yer D. Worth Clark, Democrat 
of Idaho, last month introduced leg. 
islation designed to restrict the powers 
of James C. Petrillo, president of the 
American Federation of Musicians 
(AFL), who has decreed an end to the 
broadcasting of “canned music.” Mr. 
Clark said he had drafted his bill on the 
basis of evidence uncovered in an inves- 
tigation conducted by a special commit. 
tee which he headed. 

In effect, he explained, his proposals 
would exempt radio stations from the 
provisions of the Clayton Antitrust Act 
so far as the transmission of recorded 
music is concerned. Nothing in the leg. 
islation would prevent the AFM from 
seeking to improve the wages, health 
standards, working conditions, or hours 
of its members. 

Mr. Clark’s disclosure came as uncon- 
firmed reports were received in Wash- 
ington that Petrillo was conferring with 
Chairman Burton K. Wheeler (Demo- 
crat of Montana) of the Senate Inter- 
state Commerce Committee on a re- 
ported settlement of the controversy, 
Numerous small radio stations, which 
rely largely on recorded music, have 
complained to the committee that they 
will be forced into bankruptcy if Pe- 
trillo’s edict is allowed to stand. 

The Clark committee hearings were 
held in connection with the introduction 
of a resolution by Mr. Clark calling for 
a formal Senate investigation. The Sen- 
ate approved the investigation, but no 
further action had been taken. 


*x* * ke & 


RESOLUTION introduced in the Sen- 
A ate by Senator Norris to investi- 
gate the refusal of the National and Co- 
lumbia Broadcasting systems to sell time 
to the Codperative League of the USA, 
recently brought a charge from the Na- 
tional Association of Broadcasters that 
it “constitutes one of the gravest threats 
to freedom of speech in recent years.” 

Mr. Norris said he expected prompt 
action from the Senate Interstate Com- 
merce Committee on his resolution, and 
Senator Wheeler, the committee chair- 
man, held that an inquiry should be 
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made. Mr. Norris said the league repre- 
gnted between 6,000,000 to 8,000,000 
and that it had a right to advocate its 
policies over the air “just as the Repub- 
licans and Democrats and the corpora- 
tions do.” : ; 
Neville Miller, head of the National 
Association of Broadcasters, said: 

If the proposed investigation materializes 
you may be sure that all the advocates of 
bureaucratic control of both radio and the 
press will be on hand to urge the enactment 
of a law which would put an end to the 
American system of broadcasting. 

In the case which led Senator Norris 
to introduce his resolution, the broadcasting 
companies involved, acting in strict accord 
with the National Association of Broadcast- 
ers’ Code of Program Standards, refused to 
sell time to a consumer organization to dis- 
cuss the philosophy of the consumers’ move- 
ment—a controversial public issue. 


The Federal Communications Com- 
mission also announced it had asked the 
two networks for statements and would 
take “appropriate action” when they are 
received, 

* * *k * 


fe initial and perhaps most impor- 
tant step in the much-heralded Nazi 
organization of Europe has been taken 
with the signature at Vienna by the Axis 
partners and their satellites of an agree- 
ment for the creation of a European 
postal and telegraphic union. 

The first details of this new continen- 
tal union, mentioned in a Berlin dispatch 
tothe Neue Zuercher Zeitung, gave the 
founding members as Germany and Italy 
and those European states momentarily 
beneath the Axis thumb; namely, Al- 
bania, Bulgaria, Denmark, Finland, 
Croatia, Holland, Norway, Rumania, San 
Marino, Slovakia, and Hungary. 

The main objective of the union was 
stated as the “improvement and perfec- 
tion of interstate postal communica- 
tions.” Periodical conferences of its 
members are envisaged, at which, 
strangely enough, each member (includ- 
ing even the representatives of occupied 
territories) will have one vote. 

Not so strange was the choice of Ger- 
man and Italian as official languages nor 
the fact that the union’s permanent bu- 
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reau is to be set up by Germany in 
Vienna. Special provision was apparent- 
ly made against interference with the 
regulations of this universal postal union. 
All other European states were invited 
to join the union “as soon as possible.” 

Behind this latest Nazi project, as it 
was interpreted in Bern, are concealed 
a number of “ulterior motives.” 


1. There are the political advantages 
which Germany would derive from 
directing such a continental! union, par- 
ticularly the closer links it would en- 
tail between the smaller European 
states and greater Germany. 

2. There is the economic advantage 
of obtaining acceptance of the Reichs- 
mark as the European currency in 
postal matters. 

3. It is believed that Germany has 
plans for the introduction of a uni- 
form European postal tariff, under 
which she will derive substantial finan- 
cial benefits at the expense of the 
smaller states. 

4. There is the propaganda impor- 
tance of having the posts in the hands 
of the Nazis. 


I’ there are no official answers yet to 
the general invitation extended to 
other European countries to join the new 
union, there were said to be several in- 
dications as to what these answers were 
likely to be. It was significant that none 
of the smaller countries sent representa- 
tives to the Vienna conference on Octo- 
ber 20th, when the union was agreed 
upon, not even Franco Spain, which is 
friendly to the Axis, nor the collabora- 
tionists of France. 

Switzerland, according to a DNB 
(Nazi official news agency) com- 
munique, sent two observers. Recent 
comments in the Swiss press left no 
doubt of the suspicion and mistrust with 
which that country views the Nazi 
scheme. Most of the leading newspapers 
in Bern have pointed out Germany’s 
“ulterior” political, economic, and finan- 
cial motives. 

Typical of these comments was the as- 
sertion of La Liberté that “Germany is 
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pursuing in this affair, political and fi- 
nancial interests,” and that the union is 
the “first step toward the organization 
of a European bloc under German di- 
rection.” 

Furthermore, as the seat of the per- 
manent bureau of the universal postal 
union, Switzerland did not fail to show 
her resentment at the creation of a possi- 
ble “competitive” union. 


* * * * 


HE Federal Communications Com- 

mission in Washington on October 
21st rejected New York city’s appeal for 
permission to operate WNYC, the mu- 
nicipal broadcasting station, after sun- 
down. The vote on the appeal, which the 
city has been contesting for almost four 
years, was 5 to 2, with Commissioners 
George H. Payne and Paul Walker dis- 
senting. 

Although the FCC decision was de- 
scribed in Washington as final, Mayor 
F. H. LaGuardia said at the city hall 
that he would not give up. “I am not 
giving up the fight,” he said. “WNYC is 
a public station.” 

Under the FCC rule, reaffirmed last 
month, WNYC may not broadcast after 
sundown lest its operations interfere 
with WCCO, the Columbia Broadcast- 
ing Station in Minneapolis. Both 
WNYC and WCCO operate on a wave 
length of 830 kilocycles. WNYC, which 
is under the direction of Morris S. 
Novik, had sought permission to oper- 
ate from 6 A.M. to 11 P.M. 

On February 11th the FCC tentatively 
denied the application, and the city took 
an appeal. Mayor LaGuardia argued the 
appeal before the commission in Wash- 
ington on April 29th. A brief filed by 
Mr. Novik said that the station was ren- 
dering “extraordinary war-time service,” 
notably in the field of civilian defense, 
and did not interfere with WCCO. The 
appeal, however, was lost through the re- 
cent decision. 

Mayor LaGuardia did not say how he 
intended to continue his fight. The whole 
case, however, has many legal angles, 


and it was believed the city might sub. 
mit a new application on different 
grounds. The application rejected last 
month was opposed by the Columbia 
Broadcasting System and the state of 
Minnesota. 


*x* * * * 


HE Navy has borrowed an idea from 

the “canned” greetings long fea- 
tured by the telegraph companies. It re- 
cently announced that arrangements had 
been made for handling fixed-text per- 
sonal cable or radio messages to and from 
naval personnel stationed at 23 shore es- 
tablishments outside the continental 
United States. 

Known as “expeditionary force mes- 
sages,” the communications may consist 
of not more than three numbered texts 
selected from a list of 136. Costing in 
most cases 60 cents, exclusive of Fed- 
eral tax, the messages may be sent from 
any commercial telegraph, cable, or 
radio office. 

Outgoing messages will be delivered 
at any of the following shore stations: 

Argentia, Newfoundland; Auckland, 
New Zealand ; Balboa, Canal Zone; Bar- 
bers Point, Hawaii; Bermuda; Brisbane, 
Australia ; Canton Island, Hawaii ; Coco- 
solo, Canal Zone; Guantanamo Bay, 
Cuba; Jamaica, British West Indies; 
Kaneohe Bay, Oahu, Hawaii; Kodiak, 
Alaska; Londonderry, North Ireland; 
Noumea, New Caledonia; Pearl Harbor, 
Hawaii; Port of Spain, Trinidad ; Reyk- 
javik, Iceland; San Juan, Puerto Rico; 
Sitka, Alaska; St. Thomas, Virgin Is- 
lands; Tutuila, Samoa; Unalaska, Alas- 
ka; Vieques, Puerto Rico. 

Examples of the fixed-text messages 
are as follows: 


No. 7—Letter and telegram received, many 
thanks. 

No. 40—Fondest greetings from all of us. 

No. 73—Are you all right, worried about 


you. 

No. 93—Delighted to hear about your pro- 
motion. 

No. 101—Have sent you .. . dollars. 

No. 118—Loving greetings and congratu- 
lations. 
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Financial News 


and 
Comment 


By OWEN ELY 


Public Service Coordinated 
Transport 


(Fifth in a series of brief articles on 
transit companies.) 


om Service Codrdinated Transport 
is controlled by Public Service Cor- 
poration of New Jersey through owner- 
ship of practically the entire preferred 
and common stock (most of the preferred 
being pledged under the holding com- 
pany’s 6 per cent perpetual interest- 
bearing certificates). The present com- 
pany was formed in 1928 as a merger of 
the two predecessor companies. A few 
local operating companies were consoli- 
dated with Public Service Railway Com- 
pany in 1907 and a large number of 
others, previously leased, were merged 
in 1939 and 1941. There are now four 
subsidiaries—Public Service Interstate 
Transportation Company, Yellow Cab, 
Riverside & Fort Lee Ferry Company, 
and Newark Plank Road Company. 

The combined system serves a large 
part of the state of New Jersey, particu- 
larly the southern part of the state. At 
the end of last year some 214 bus lines, 
22 all-service vehicle lines, 8 street car 
lines, and 1 ferry were operated, as well 
as a taxi service in Newark. Busses are 
also operated between Newark, New 
York city, and Philadelphia. Combined 
operations constitute the largest local 
bus system in the United States. Last 
year the parent company’s revenue 
amounted to about $21,426,000, and that 
of the Interstate subsidiary $8,324,000. 

Prior to 1930 the system was able to 
make a little money in some years, but 
during the decade 1930-1939 it remained 
continuously in the red. However, the 
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parent company, Public Service Cor- 
poration of New Jersey, closely super- 
vised its financial problems, and no de- 
faults occurred. In 1940 net income be- 
fore special reserve appropriations 
amounted to about $380,000 and in 1941 
to about $1,477,000. Since interim earn- 
ings reports are not released, it is difficult 
to estimate 1942 results, but undoubtedly 
the company will make a much improved 
showing this year due to a sharp increase 
in the number of passengers resulting 
from war production activities. (New 
Jersey ranks high among the war con- 
tract states.) 

In the first two months of 1942 traffic 
gained 20 per cent and restrictions on 
auto traffic about doubled this rate of in- 
crease later in the year. 


uSSES and all-service vehicles have 

been steadily substituted for street 
cars, beginning in 1923. At the end of 
last year there were in service 2,856 
busses, 580 all-service vehicles, 246 
street cars, 44 taxicabs, and 6 ferryboats. 
The trolleys now carry less than 10 per 
cent of total passengers. The company 
has been handicapped in obtaining new 
busses this year ; of the 210 oil-hydraulic 
busses ordered from General Motors 
Truck & Coach, 45 have been received 
and about 50 more are expected this year, 
with delivery of the remaining 115 some- 
what in doubt. 

The system operates generally on a 5- 
cent fare zone basis with no transfers or 
special rates. In December, 1930, the 
New Jersey commission permitted the 
company to experiment briefly with a 
10-cent cash fare, although regular 
patrons were able to ride at the old rate 
by buying 10 tokens for 50 cents. A 
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straight 5-cent fare was resumed within 
a few months. 

The company was handicapped up to 
1940 by a heavy funded debt which 
amounted to about $76,000,000 (of 
which, however, about $60,000,000 was 
owned by Public Service Corporation) 
against a net plant investment of $110,- 


In 1940 a plan of reorganization 
was consummated and long-term debt 
was reduced to $27,022,270 (about 
two-thirds in the hands of the public) 
and in the following year to $25,541,167. 
The system owns large amounts of real 
estate located throughout the state, and 
some of these are being sold from time to 
time and the proceeds applied toward 
bond retirement. 

For a company in weak financial posi- 
tion, the transport system has maintained 
a surprisingly good current position in 
recent years. As of December 31, 1941, 
cash assets amounted to about $7,938,000 
and the current ratio was about 24 to 1. 
Cash has apparently been accumulated 
through excess depreciation charges as 
compared with additions and _ better- 
ments. System bookkeeping has naturally 
been somewhat complicated over a 
period of years, owing to the number of 
companies involved and the large inter- 
corporate holdings, and it is impossible 
in this brief summary to analyze the 
various changes. Book value was sub- 
stantially written down in 1940, amount- 
ing to approximately $92,000,000 at the 
end of last year. Much of this may prob- 
ably be attributed to the huge early in- 
vestment in trolley lines, including a con- 
siderable amount of real estate no longer 
in operating use. According to Freeman 
& Co., as of December 31, 1940, the cost 
of the entire fleet of busses and all-serv- 
ice vehicles amounted to about $28,650,- 
000; but this has, of course, increased 
substantially during 1941-42, 

With the probable substantial gain in 
earnings in 1942 the company should be 
able to further solidify its financial posi- 
tion by making additional bond retire- 
ments and property write-offs. Because 
of its close relation to the parent com- 
pany, Public Service of New Jersey 
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(which is considered by the SEC as the 
subsidiary of a registered holding com. 
pany), it is possible that some further 
adjustments of system bookkeeping may 
prove necessary in order to comply with 
SEC standards or ideas. However, the 
company should no longer prove a heavy 
drain on the parent company as it has in 
some past years, and current improved 
operations may help offset the heavy tax 
burden which Public Service Corpora. 
tion of New Jersey has encountered this 
year. 


¥ 


Debt Retirement 


I N the previous issue of this department 
we discussed the topic “SEC Urges 
Utilities to Retire Debt—but How Can 
They Do It under Present Rules?” 
Further point is given to the question of 
SEC cooperation by the recent enactment 
of a provision in the tax law permitting 
immediate use of 40 per cent of post-war 
tax credits for debt reduction. Industrial 
and railroad companies are expected to 
make liberal use of the new facilities for 
tax savings through debt retirement, and 
U.S. Steel has already called for redemp- 
tion $30,000,000 debenture bonds. 

The utility companies cannot, of 
course, use it except in cases where they 
will pay excess profits taxes on 1942 in- 
come. However, such companies can— 
particularly where their bonds are sell- 
ing below par—profitably use spare 
cash toward the repurchase of bonds in 
the open market. Moreover, holding 
companies (especially where they are 
filing consolidated tax returns), if they 
must eventually retire senior securities 
as a step toward dissolution, have an 
added incentive to do this in the near 
future. 

But in most cases these utility com- 
panies will run up against the 2 per cent 
repurchase limit, now part of the SEC 
regulations. Liberalization of this rule, 
by permitting a somewhat higher figure, 
such as 5 per cent, would give the utilities 
greater leeway toward carrying out a 
policy of debt reduction. For larger pur- 
chases, it is of course improbable that 
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the SEC would want to relinquish its 
present system of reviewing such re- 


quests. 


¥ 


American Utilities Service Files 
Reorganization Plan 


MERICAN Utilities Service Corpora- 
tion has filed with the SEC a reor- 
ganization plan on an all-common stock 
basis. If it proves impracticable to keep 
the present company alive a new com- 
pany will be formed. 

Holders of the present 105,000 shares 
of $1.50 preferred stock will receive new 
common on a share-for-share basis, with 
no recognition for present common 
sock. The present voting trust for the 
common stock will be terminated if the 
plan is put into effect, 

American Utilities Service was or- 
ganized in 1934 as successor to Federal 
Public Service Corporation, and has four 
ative subsidiaries—Minnesota Utilities 
Company, Northwestern Illinois Utili- 
ties, Northwestern Wisconsin Electric, 
and Wisconsin Southern Gas. It also 
controls telephone companies operating 
in Virginia, West Virginia, Illinois, and 
Florida, and water companies in Mis- 
souri and Pennsylvania—together with 
aservice company. 

As of December 31st last, the holding 
company’s capitalization included $,- 
100,200 bonds, $10,000 notes, $2,625,000 
preferred stock, $2,225,000 common 
stock, and an earned surplus deficit of 
$1,811,679, 


* 


Puget Sound Power & Light 
And Bonneville 


gest Sound Power & Light Com- 
A pany, controlled by Engineers Pub- 
le Service, serves an area in western and 
central Washington with a population of 
about 950,000. About 84 per cent of 
gross revenues is from the sale of elec- 
Incity, about 12 per cent from inter- 
tity bus operations, and the balance 
rom steam, gas, and miscellaneous. 
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Earnings in recent years have been as 


follows: 
Prior Preferred Preferred 
Stock Stock 


$7.75 
5.23 
6.12 
3.70 
4.63 
4.21 
2.06 


At the end of 1941 funded debt 
amounted to $58,950,209 (48 per cent of 
total capitalization), 110,000 shares of 
$5 prior preference stock, 263,995 shares 
of $6 preferred stock, and 1,318,388 
shares of common. 

While the prior preferred dividend 
has been earned by a substantial margin 
in recent years, the arrears which ac- 
cumulated in 1932-36 and 1937-40 have 
never been fully paid off, the present ac- 
cumulation being $27.50 per share. The 
regular $5 rate has been paid during 
1940-42. 

The original issue of preferred stock 
(now a second preferred) had an irregu- 
lar dividend record during the previous 
war and for several years thereafter, but 
in 1922 paid 224 per cent in cash and 
prior preference stock, clearing up all 
arrears. Regular dividend payments 
again ended in 1932, and arrears now 
amount to about $60.50. 

The common stock, 99.3 per cent 
owned by Engineers Public Service, has 
not received any dividends since 1930. In 
that year the parent company invested 
about $12,600,000 in the company by ex- 
ercising subscription rights at $25 per 
share. 


N the twelve months ended August 31, 
1942, earnings improved substantially 
over the previous period, 70 cents being 
reported on the common stock as com- 
pared with 5 cents in the previous period. 
A capitalization plan was filed May 
14th this year providing for a bond-re- 
funding program and exchange of the 
preferred and common stocks for new 
issues. Holders of prior preference 
(with arrears) were to receive 2} shares 
of new voting $2.50 preferred, and the 


NOV. 19, 1942 





PUBLIC UTILITIES FORTNIGHTLY 


preferred stock (with arrears) would re- 
ceive 1.6 shares of new common, for each 
share held. On this exchange basis, hold- 
ers of the prior preference stock would 
have 36.3 per cent of the voting power, 
the preferred 55.8 per cent, and the com- 
mon 7.9 per cent (12.4 per cent of the 
new common). The company under this 
plan would no longer be a subsidiary of 
Engineers Public Service, since that 
company would control less than 10 per 
cent of the voting power. 

This plan was opposed by a committee 
representing the preferred stockholders. 
An amended plan was recently filed, re- 
ducing the percentage of new common 


stock to be received by common stock 
holders (Engineers Public Service) 4 
3.03 per cent. Under the new set-up, th 
division of voting power would be 2 
per cent for the old prior preference, 73, 
per cent for the preferred, and 2.3 pq 
cent for the common. The amended pla 
was also made conditional on carrying 
out the bond-refunding program, whic 
provided for sale of $52,000,000 fir 
34s of 1972 and $8,000,000 debenture 3 


A number of counties in Wash 
ington have been endeavoring to take 
over portions of the company’s distribut 
ing system, and in the event these sales 
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bre made, the proceeds would be used to 
reduce the bonded debt and the size of 
the refunding operation. 

A pro forma income statement for the 
twelve months ended August 31st (giv- 
ing estimated effect to the elimination of 
nonrecurring condemnation suit expense, 
and the proposed refinancing and re- 
apitalization) indicated a balance after 
thenew preferred dividend requirements 
of $3,327,241, or about $7.67 a share on 
the 435,575 shares of new common stock. 


stock (dividend requirements on 
which were earned in this period about 
ix times) might have a market value of 
$50 or par, this would be equivalent (in- 
cluding a special $2.50 cash dividend) to 

127.50 for each share of the old prior 
preferred, which is currently selling 
around 105. Assuming that the common 
stock might be worth 8 times the current 
earnings or about $60 a share, this would 
make an aggregate market value avail- 
able for the old preferred stock of about 
%, as compared with the present price 
of about 51. 

However, the final decision on the re- 
funding-recapitalization plan may be 
some distance away, for if the SEC re- 
quires a proposed reduction in the prop- 
ety account of $9,458,000, further re- 
adjustments may prove necessary. More- 
over, the plan may also be shelved in 
favor of an outright sale to Bonneville 
(and/or the local municipalities, coun- 
tes, or public utility districts). Bonne- 
ville representatives have asked the 
Bureau of Internal Revenue for a special 
fax exemption privilege which would 
permit setting up a nonprofit corporation. 
This was revealed at the recent SEC 
hearings on the recapitalization plan 
when C. Girard Davidson, attorney for 
Bonneville, indicated that he was hopeful 
of obtaining the consent of the Treasury 
Department in the near future. A bank- 
ing group headed by Lehman Bros. was 
reported ready to sponsor the sales of 
securities in the proposed corporation if 
fax exemption could be obtained. 

A short time before Congress passed 


gies that the new preferred 
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the 1942 Revenue Act a Senate amend- 
ment was proposed which would have 
permitted the organization of local non- 
profit corporations to buy utility prop- 
erties. 

This proposal, framed along ex- 
tremely liberal lines, would have made 
available Federal government loans. A 
similar previous proposal had _ been 
criticized by some members of the House 
Banking and Currency Committee as 
“socializing the utilities’ and “driving 
the utilities into municipal ownership.” 
The proposed “rider” to the tax bill was 
rejected by congressional conferees as a 
controversial provision. Objections were 
made that the Federal government should 
not “assist a municipality to buy some- 
thing which it is not permitted by a state 
law to buy.” 


¥ 


National Power & Light Obtains 
Extension of Exchange Offer 


HE SEC has authorized National 

Power & Light to extend to De- 
cember 15th the offer for exchange of 
its $6 preferred stock for the common 
stock of Houston Lighting & Power 
Company. This is the third extension, 
previous offers having expired August 
14th and June 16th. 

According to press reports, about 37 
per cent of National Power preferred 
had been offered for exchange up to 
October 9th, and the result was consid- 
ered disappointing, in view of the aid 
obtained from banking firms retained 
sometime ago to expedite the program. 
Before employment of the bankers about 
22 per cent of the stock had been ex- 
changed. 

Among the reasons suggested for the 
lack of success in the exchange offer are 
the tendency of preferred holders to de- 
sire a senior issue (even though in a 
holding company), uncertainties with 
respect to Houston’s rate situation, the 
possibility of municipal ownership, and 
—most important—the hope of getting 
$100 a share eventually, if and when 
National Power & Light is dissolved. 
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INTERIM EARNINGS REPORTS 
End of 12-month Period 3-month Period 
Periods Last rev. Inc. % Last rev. Ince. % 
Electric-gas Holding Companies : 


American Gas & Elec. Consol. ....... 
Amer. Power & Lt. (pfd.) Consol. ... 


Parent Co. 


American Water Works Consol. ..... 


Parent Co. 
Cities Service P. & L. (pfd.) Consol. 
Parent Co. 


Columbia Gas & Elec. Consol. ........ 
Commonwealth Edison Consol. ....... 
Com. & Southern (pfd.) Consol. ..... 


Elec. Bond & Share (pfd.) Parent Co. 
Elec. Power & Lt. (1st pfd.) Consol. 
Parent Co. 


Engineers Public Service Consol. ..... 


Parent Co. 


Federal Light & Traction Consol. ... 


Long Island Lighting (pfd.) Consol. 
Parent Co. 


Middle West Corp. Consol. .......... 


Parent Co. 


National Power & Light Consol. .... 


Parent Co. 


Niagara Hudson Power Co. Consol. .. 

North American Co. Consol. ......... 
Parent Co. 

Nor. States Pwr. (Del.) Consol. ...... 

RO DAIMIUAE OUD. 6.5 wes b'c cernaissvie baieicw oleae os 

Public Serv. Corp. of N. J. Consol. .. 


Stand. Gas & Elec. (pr. pfd.) Consol. 
Parent Co. 


United Gas Improvement Consol. ..... 
Parent Co. 

United Lt. & Power (pfd.) Consol. .. 
Parent Co. 

Electric-gas Operating Companies 

Boston Edison 

Conn. Lt. & Power 


$2.18 
3.89 


Aug. 
Aug. 
June 2.98 
June .70 
June 30 
Mar.(b) 4.40 
Dec. 16.56 
June 5.62 
Sept. 

Sept. 

June 

Aug. 

Aug. 

Aug. 

June 

June 

Sept. 

June 
June(c) 
June(c) 
Aug. 

Aug. 

June 

June : 
June 1-55 
June 
Tune(c) 
Sept. 
June 
Dec. 
June 
June 
Dec. 
Dec. 


03 
1.44 


2.29 
62 
56 

6.89 

1.99 


$2.97 
5.76 
4.72 
1.09 
42 
5.76 
27.70 
10.52 
2.14 
7.92 
7.54 
8.07 
1.81 
1.29 


1.54 


2.95(d) 1.96 


02 
1.85 


7.25(d) 7.22 


2.02 
95 
89 

8.78 

3.94 


Tune 3.76(a) 3.00 


Sept. 2.43 


3.00 


D27_ $ .26 
58 
43 
13 


57 
47 


95 
80 


$ .65 
84 
1.23 
55 
2.67 
68 


1.85 
1.00 
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Sept. 1.54 208 _ 
Sept. 2.11 : : p comy 
Cons. Gas of Baltimore Consol. ...... Sept. 4.34 dblem i: 
Detroit Edison Consol. .......cceccee. Sept. riled in 
Indianapolis P. & L. Consol. ......... June blicy in 
Pacific Gas & Electric Consol. ........ July rm 
PUDONG SENVICECOL ERG! os. oc secee ees es Sept. Lips 
Southern California Edison June iisory ¢ 
Gas Companies hat wil 
American Lt. & Traction Consol. .... Sept. amount 
Broomiyn Union Gas os o.:5 505.0 50.60 055's Sept. pns that 
El Paso Natural Gas Consol. ......... Aug. 
ator as 
D with 


Consolidated Edison, N. Y. Consol. ... 
Parent Co. 


_ 
iv io 
NE 


NN, & 


D2 
D16 


3 
D16 
9 
8 


D.01 At 
Lone Star Gas Consol. ........0.ee00. June 94(c) .97(c) D3 
Oklahoma Natural Gas July Me - . 
Pacihe Lighting Consol, oso. 0c 500050 Sept. oy eis ° 
Peoples Gas Light & Coke Consol. ... Sept. 4 1.14 81 4l 
Southern Natural Gas Consol. ........ June D10 me e r 
United Gas Corp. (1st pfd.) Consol. Aug. 46-° -¥83 ~~ 1,50 22 


Parent Co. Aug. ; 69 
Telephone and Telegraph Companies 
D4 


American Tel. & Tel. Consol. ......... Aug. ! | 

Parent Co. Sept. ; D9 
General Telephone Consol. ............ June A ‘ D20 
Western ‘Union Del, isis ccc diswse cave Aug. 3 . 10 
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2.54 D8 
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2:73 
2.34 

74 
D—Deficit or decrease. (a) Before Federal taxes, “‘no estimate” of which is available for 1942. (b) Three 


months (twelve months’ statement not issued). (c) Six months. (d) Based on 1941 tax rates. 
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What Others Think 


Man-power Shortage and 
The Utilities 


HE passing months of the war emer- 
gency have brought in painful suc- 
ssion three troublesome operating 
ablems to the public utility industries : 
irst there were the shortage of materials 
dthe complication of priorities which 
ill plague the utilities, in common with 
ther forms of business life. More re- 
tly the activities of the Office of Price 
dministration have made, and are mak- 
i, new wrinkles in the brows of utility 
mnagement. The third business witch 
f the war, which has already put in 
et appearance but which looms far 
bore ominously on the horizon of the 
ture, is the man-power shortage. In- 
ed, prominent industrial officials are 
ely admitting that of the three great 
roblems of war-time operation—ma- 
rials, price stabilization, and man pow- 
—the greatest of these will prove to be 
an power. 
Undoubtedly, one of the most annoy- 
g complications of the man-power 
dblem is the uncertainty which has pre- 
riled in the development of controlling 
licy in Washington. How big an 
my, and when? Will there be com- 
lsory civilian registration, and when? 
hat will occupational deferment final- 
amount to? These are only a few ques- 
ns that bedevil the harassed utility op- 
ator as he tries to do an ever bigger 
) with an ever smaller crew. 


AT the recent annual convention of the 

United States Independent Tele- 
one Association, held at the Hotel 
erman in Chicago, Clyde S. Bailey, 
ashington representative and vice pres- 
ent of the association, included the fol- 
ving statement in his address delivered 
h October 15th: 


Most of you are wondering how you are 
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going to do a telephone service job if your 
key personnel is taken into the draft. Gen- 
eral Hershey, in some of his public utter- 
ances, has made some alarming statements 
as to inroads to be made into labor, some 
of which have not been wholly consistent 
with one another. He has scared the day- 
lights out of some of us. 

But if you were to get the General out 
on a fishing trip, in a boat on a lake where 
the breezes didn’t carry whispers, he might 
tell you that he isn’t wholly to blame. He 
might tell you that the Army is partly to 
blame and that his job is merely to induct 
the men the Army tells him it needs. He 
would be sure to tell you that at present 
the SSS has only sixty days’ warning of 
Army calls for men, and that this short 
notice is responsible for much of the pres- 
ent confusion. 

So far as telephone personnel is con- 
cerned, as early as last spring there were 
conferences with General Hershey’s organ- 
ization at its own invitation. At the very 
beginning it was recognized that blanket de- 
ferment for the communications industry 
was out of the question because blanket 
deferments are not authorized by the Selec- 
tive Service Law. Also, there was a nat- 
ural hesitancy on the part of every indus- 
try to ask for special legislative considera- 
tion for its employees. 

So keenly, however, is the importance of 
communications recognized that government 
agencies have interested themselves in com- 
munications labor problems. Therein lies 
something to be thankful for. 


It might be noted that it was only a 
couple of days after Mr. Bailey’s address 
that the Selective Service System did 
release for publication the news that it 
had sent to the local draft boards an oc- 
cupational deferment bulletin defining 
various telephone, telegraph, and other 
communications jobs which are eligible 
for deferment. But what is the effect of 
such bulletins? Are the draft boards 
bound to obey them or even give con- 
sideration to them? Mr. Bailey stated 
on this point: 

When speaking of a deferment bulletin, 
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we should keep certain facts clearly in mind. 
One is that such a bulletin covering the tele- 
phone industry would not automatically ex- 
empt or defer anyone. Under the present 
law, the Hershey organization is without 
power to give such dispensation. Such 
a bulletin is simply a red flag which na- 
tional headquarters puts in front of local 
draft boards telling them: (1) that the par- 
ticular industry involved is a key industry, 
(2) that the occupations listed are critica] 
and a labor shortage in those occupations 
exists, and (3) that in classifying or induc- 
tion, consideration should be given by the 
local board to these factors. 

An occupational deferment cannot ex- 
ceed six months. The purpose is only to en- 
able the employer to train a successor. And 
when it comes to training a successor, the Se- 
lective Service System thinks it is on firm 
ground when it says that even a bomber 
pilot can be trained within eight months. 


B E that as it may, there is some grow- 

ing dissatisfaction over the present 
prohibition against permanent occupa- 
tional deferment. As Mr. Bailey states, 
local boards now grant deferments of 
six months or less (which may possibly 
be renewable) only on the theory that 
a replacement can be found and trained 
in that time. But the recent shortage of 
copper miners, for example, forcefully 
posed the question of whether certain 
highly skilled essential workers should 
not be kept for the duration at the jobs 
they best know how to do. 

In other words, instead of making a 
second-rate soldier out of a first-rate 
copper miner and leaving the job at the 
mines to a green hand—the advocates of 
“duration deferment” would have the 
Army draft the green hand and leave the 
experienced miner in the mines. Of 
course, that is an oversimplified state- 
ment, since the green hand, under pres- 
ent conditions, is quite likely to be de- 
ferred for other reasons (physical or 
dependents )—else he would have been 
drafted long ago. 

Furthermore, there is undoubtedly a 
military necessity for putting every able- 
bodied man in the armed services who 
can be replaced by someone who either 
is not able-bodied or is not a man (fe- 
male replacements). But when all is said 
and done, we still must face the fact that 
there are a number of,so-called critical 
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occupations for which satisfactory re 
placements could not be trained withiy 
six months or a year or, in many cases 
even two years. Unless the Army ha 
special need of these superskilled per 
sons in a capacity that will make ful 
use of that very skill, it would seem t 
be a common-sense proposal to leay 
them at the post where such skill is being 
used as an essential contribution to thé 
war effort. Certainly there are key me 
in all branches of the public utility in 
dustry who fall within this category, 


UT even more serious perhaps tha 

the military draft is the forthcom 
ing problem of wrestling with civilia 
man-power—and possibly woman-pow 
er—regulation. Most Washington ob 
servers seem to agree that national man 
power legislation is inevitable. It was 
for obvious reasons, postponed unti 
after the recent congressional election 
And it is so late in the present congres 
sional session that no progress can be ex 
pected along this line until 1943, ever 
though a sort of administration trial bal 
loon has already been introduced in th 
form of a bill by Senator Lister Hill o 
Alabama. This was so loosely drawn tha 
it could emerge in any form and ma 
even prove to be the working basis fo 
future legislation. 


The general purpose of the Hill bil 


was to give the War Manpower Com 
mission a legal dragnet for obtainin 
workers of all classes. If such a bill, 0 
anything like it, passes there will be ver] 
few limitations to the government's at 


thority over workers—whether for ing? 


dustry or for its own agencies. Comment 
ing on this proposed legislation som 
weeks ago, the weekly utility lette 
PUR Executive Information Service 
stated : 


. .. it is not too soon for utility concert 
to be prepared. Of course, most utility or 
ganizations, for obvious reasons, have lon 
since taken steps toward practicing the ut 


most economy in personnel and establishing§a 


complete personnel records. Where such ! 
not the case, however, the sooner it is don 
the better. Data assembled now to justi! 
jobs of individual workers will be more per 
suasive than data assembled next year or 0 
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the eve of the new man-power law. This 
warning applies to white coilar employees as 
well as technical or service workers. Com- 
panies should be prepared to show how their 
ofice staffs, as well as service forces, are 
essential to operations. Information on what 
each employee actually does—the nature of 
the job, and time spent on each phase—may 
save the particular company from subse- 
quent raids by the government for new war 
workers. 

All this precautionary data may not be 
needed—probably will not be. The danger, 
if any, exists in certain “tight” empioyment 
areas, Chiefly metropolitan, such as Wash- 
ington, Chicago, Norfolk. Comparison with 
operation of a similar law in England has re- 
vealed little compulsion used even under 
conditions prevailing over there. There 
has been some talk of requiring companies 
engaged in “parallel activities” to “pool man 
power” (such as milk and bakery truck 
drivers). The surface similarity between 
gas and waterworks maintenance, and be- 
tween teiephone and electric power main- 
tenance has not escaped attention. Although 


no government plans have so far even been 
suggested, the subject is well worth advance 
consideration by the utilities. 


s matters seem to be shaping up, the 

War Manpower Commission may 
eventually control industrial and possi- 
bly the government’s requirements with 
respect to civilian workers. At the same 
time, the Army would still control the 
Selective Service System for purposes 
of military draft. These two may be tied 
together at the top—in a loose sort of 
way at least—under the extensive pow- 
ers of the Office of Economic Stabiliza- 
tion, headed by James F. Byrnes. 

It is not inconceivable that if the war 
lasts long enough, civilian employee con- 
trol may actually work out to the bene- 
fit of the utility companies in their ca- 
pacity of essential war-time industry. 





Eastman Views War-time Transit 


T is trite to say that in the business of 
modern warfare transportation is of 
tst-rank importance, But it apparently 
annot be emphasized too strongly in 
Wiese days of complicated problems of 
ransportation coordination involving 
ailroads,steamships, pipe lines, trucks, 
treet cars, taxicabs, and even the hum- 
ble bicycle. Indeed, the importance of 


ininggocal transit is quite likely to be slighted 


because of the overshadowing and im- 
@ressive place assumed in our war plans 
by the more sensational forms of land, 
ea, and air carriage. 

But Joseph B. Eastman, director of 
e Office of Defense Transportation, re- 
ently assured the American Municipal 
ssociation, in an address delivered in 
hicago on October 23rd, that his office 
Ss not overlooking the fact that one of 
he most essential tasks in war organi- 


tongtion is to get people to and from work. 


The local transit situation is compli- 
ated by a background of depression and 
arply fluctuating competition. Mr. 
astman stated : 

Let me enlarge on these two points. For 
several years this country was in the grip 
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of a profound depression which brought 
low traffic and adversity to our transporta- 
tion systems. From those dark days we 
moved suddenly into the great activity of 
the defense production program and this 
accelerated rapidly into the prodigious ac- 
tivity of the war production program. Our 
country is now engaged in a productive ef- 
fort which goes far beyond anything ever 
known either here or anywhere. This effort 
has tremendously increased the volume of 
traffic, which is surpassing all records and 
has by no means reached its peak. To carry 
on this productive effort, also, we have had 
to construct hundreds of great new manu- 
facturing plants, often employing many thou- 
sands of workers. In numerous instances 
they were located, before Pearl Harbor, out 
in the open spaces and in main reliance on 
the private automobile as the means of 
transportation for the workers. Every one 
of them has created a serious and difficult 
new transportation problem. Many of these 
plants, moreover, have been built in or some- 
where within range of populous centers and, 
combined with the tremendous growth in 
general business and industrial activity, they 
have made the transportation problems of 
our municipalities vastly more difficult. 
These problems would be difficult enough 
if we could readily expand our transporta- 
tion facilities, but such is not the case. Ana- 
lyze this local transportation of people and 
you will find it dependent for the most part 
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on rubber-borne vehicles. Street railways 
and rapid transit lines play an important 
part, but they are not the major factor. 
Early in the war we suffered a calamity, 
when we lost to the enemy practically all 
our sources of crude rubber, at a time when 
our normal demand (which was half the 
world’s supply) had been plussed by a new 
and extraordinary military demand. The 
Baruch report has given the facts to the 
nation and made clear what they mean. We 
are creating at extraordinary speed new 
sources of synthetic rubber to take the place 
of the native rubber which has gone; but 
it takes time to create mechanical substi- 
tutes for hundreds of thousands of square 
miles of rubber plantations. There is a long 
gap to be bridged, and it can only be bridged 
by extraordinary care in the use of our 
precious stock pile of existing vehicles and 
their tires and by eliminating every mile of 
unnecessary operation. In the meantime the 
production of new automobiles and of trucks 
for civilian use has been stopped, and the 
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same is very nearly true of busses. Not o 
that, but there is a limited stock of ste 
and copper to supply our huge war demant 
and this stands in the way of the expansi 
of our street railway and rapid transit li 
and their equipment. 


T is a case, therefore, of doing wi 
what we have—or worse than the 
since what we have is shrinking instea 
of expanding or merely staying put. B 
Mr. Eastman thinks the problem can | 
met with codperation between the pu 
lic, transit management, and municip 
authorities. 
He continued: 
Permit me to say a word for our log 


transit systems. I know that they are fi 
marks for popular suspicion. The suspici 


is that they are interested first and foremo™ 


in profits. In these days most profits § 
sooner or later to the government. But 
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his were not so, let me assure you, as I 
an assured, that these companies, with traffic 
often up to a level of from 75 to 125 per 
cent above last year, are more concerned 
with moving it than with anything else and 
with finding some way to do it. They can- 
not do it without the close codperation of 
the people. } 
Let me tell you of some of the ways in 
which the people can help. The private auto- 
mobiles must be kept going, so far as they 
are engaged in necessary transportation. The 
street railways and busses cannot possibly 
take the load which would fall upon them 
if the automobiles should fail. To keep the 
gutomobiles running, their use must be con- 
served in every feasible way. There is no 


riding will be enforced to a considerable 
extent by the gasoline rationing which will 
become nation wide on November 22nd, but 
in the meantime and even after that date 
these will be needed for an intensive pub- 
lic campaign to put this idea across. Already 
we have seen all over the country what can 
be done to promote voluntary group riding 
once the need is made clear to the people. 
There have been fine results from the cam- 
paigns which have been conducted for the 
past few months, and they must be kept go- 
ing and given even more life and force. 

The staggering of industrial, business, and 
even school hours in populous communities 
is of extraordinary importance. The bane 
of local transit systems has been the pre- 
cipitous peaks of travel in the morning and 
evening rush hours. They have required 
large supplies of equipment and man power 
which have been put to use only an hour or 
two each day. By spreading the travel and 
cutting down these peaks, this equipment 
and man power can be made to do far more 
work. It has the same practical effect as 
adding many new cars and busses to the 
supply, which is impossible under present 
conditions, In Washington, we have had 
such staggered hours for a long time, and 
they have been a life-saver to the transit 
systems and to the people who must be 
moved. I am happy to say that many other 
communities have adopted the plan with 
equally good results. The idea is spreading 
rapidly throughout the country, but it must 
be promoted continually and intensively by 
the local people. 


There is no hard and fast rule for 
aggered-hour plans. Conditions in each 
ommunity have to be studied and given 
pecial treatment. In some places school 
usses, for example, can be made an im- 
portant feature of the plan. 

With respect to making existing 
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equipment do more work, Mr. East- 
man suggested wider use of the “skip 
stop” device, as well as improved 
traffic regulations, routing of equipment, 
and loading facilities. The public cannot 
expect that loading can be kept down to 
comfortable standards. The ODT is 
working steadily on the problem of tak- 
ing busses out of nonessential service 
such as sight-seeing and charter duty. 
Here again the public must be tolerant 
even if inconvenienced. The ODT is 
looking at the national situation as if it 
were a complete equipment pool. Where 
citizens do not have a serious increase in 
traffic load, steps are being taken to di- 
vert some of their equipment to more 
heavily burdened communities. We can 
expect to see more of this in the future. 

Mr. Eastman told the Municipal 
League how its division of local transport 
under the experienced leadership of Guy 
A. Richardson, a Chicagoan, has an ad- 
visory committee which meets weekly to 
exchange information and discuss press- 
ing problems. Referring further to the 
cooperation of local authorities, Mr. 
Eastman said : 


To enlist the help of the state and mu- 
nicipal authorities, I addressed a communi- 
cation to the governor of each state and to 
the mayor of each city of more than 10,000 
population asking them to appoint admin- 
istrators who could lend us the necessary 
assistance on the spot in the carrying out 
of a program which we announced and 
which embraced primarily group riding, 
staggered hours, and traffic regulations. It 
was a voluntary program, so far as we were 
concerned, for I have no power, certainly, 
to impose staggered hours on any commu- 
nity, and clearly these are all matters which 
can most appropriately be left, in the first 
instance, to local treatment. To guide these 
state and city administrators, who are im- 
mediately responsible to those who ap- 
pointed them and not to me, I asked the 
highway traffic advisory committee of the 
War Department to give them general su- 
pervision and advice. That committee, which 
had been brought together by Thomas H. 
MacDonald, chief of the Public Roads Ad- 
ministration of the Federal government, 
was particularly well fitted for the task, be- 
cause it included within its membership 
representatives of the state police, highway 
engineers, and motor vehicle administrators. 

It is a pleasure to be able to state that 
all of the states and practically all of the 
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cities responded to this call and that the 
administrators who were appointed are for 
the most part men of high standing and 
eminently well qualified for the work. It 
has been a constant source of gratification 
to me to see the elaborate studies which 
many of them have made of the transpor- 
tation conditions and needs of their com- 
munities and to note the many positive and 
effective steps which have been taken, as a 
result of such studies, to improve these con- 
ditions. I realize, also, that it has not al- 
ways been easy to do this work, because, as 
between the activities of OPA, OCD, and 
ODT, there has been some degree of con- 
fusion. 


Te ODT has found it desirable 
knit together more closely an 9 
ganization including not only Washing 
ton staff and regional offices, but als 
state and municipal administrators w 
have been appointed by and are respo 
sible to the various governors and ma 
ors. Mr. Eastman concluded his addreg 
with an expression of gratitude for 
cooperation thus received and an aj 
monition that we must all work hard 
than we have to date. There is no oth 
path to victory. 





The White House Moves for Cheaper 
War Power Supply 


NDER date of September 26, 1942, 

the President addressed to the Sec- 
retary of War, the Secretary of the 
Navy, Rear Admiral Emory S, Land, 
chairman, United States Maritime Com- 
mission, Jesse Jones, chairman, Defense 
Plant Corporation, Donald M. Nelson, 
chairman, War Production Board, and 
John B. Blandford, Jr., administrator, 
National Housing Agency, a letter, the 
text of which follows: 


It is of the utmost importance that the 
costs of the war program be held to a mini- 
mum consistent with the fullest and most 
rapid progress. In arranging for the electric 
power supply for war plants or establish- 
ments, the cheapest sources of power con- 
sistent with war requirements should be 
used, 

Public and private power-supplying agen- 
cies should be advised as far in advance as 
possible of the prospective location and re- 
quirements of plants or establishments on 
or near their systems in order that they may 
assist in solving the power supply problems 
involved at the lowest possible cost. In many 
instances it should be possible to lessen pow- 
er costs if provision is made for power to 
be supplied to the consuming agencies di- 
rectly from the power-generating agency. 
If the lines of the lowest cost power-upply- 
ing agency do not connect immediately with 
the war plants, there is no reason why con- 
necting lines of other companies or agencies 
should not be utilized for a reasonable trans- 
mission charge. I am asking the Federal 
Power Commission to codperate by using 
its emergency powers when necessary to 
make available transmission and other ap- 
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propriate services for the effectuation of thi 


plants should be purchasing power fro 
neighboring public power agencies for rd 
sale to these plants at a substantial prof 
In such cases businesslike procedure woul 
suggest that the power be purchased direct 
ly from the power-supplying agencies an 
reasonable transmission charges be paid t 
the transmitting companies. 

Adoption of my suggestion will not di 


also sent to Leland Olds, chairma 
of the Federal Power Commission, a let 
ter and outline of procedure, the text 
of which follow: 


I would like the Federal Power Commis 
sion, after consultation with the procure 
ment agencies and the War Productio 
Board, to establish the procedure, outline 
in the attached memorandum, to effectuat 
the policies set forth in my letter of Sep 
tember 26, 1942, addressed to the War De 
partment, Navy Department, Maritime Com 
mission, Defense Plant Corporation, Fed 
eral Housing Agency, and the War Produc 
tion Board. 


Outline of Procedure for Purchase of Powe 
For War Plants and Establishments 


(1) Each agency directly or indirectl} 


responsible for power procurement to desig 


nate a Power Procurement Officer to handl 
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all contracts and arrangements for electric 
ower as hereinafter provided. 

(2) Each agency to direct its representa- 
tives to report promptly to the Power Pro- 
curement Officer each proposed procurement 
of power, in excess of a reasonable mini- 
mum, which involves government approv- 
al or any government obligation. Such re- 
ports to include all essential facts in ac- 
cordance with forms approved by the Fed- 
eral Power Commission. 

(3) Power Procurement Officers to refer 
such reports promptly to the Federal Power 
Commission, together with proposed con- 
tracts, for determination whether cheaper 
power supply is available and, if so, how it 
can be delivered. Federal Power Commis- 
sion to issue necessary orders after consul- 
tation with War Production Board as to 
priorities and allocations. 

(4) Federal Power Commission to de- 
termine whether proposed rates and condi- 
tions are reasonable and, if unreasonable, 
to fix proper terms and otherwise codperate 
with Power Procurement Officers in ef- 
fectuating arrangements necessary for se- 
curing power on best possible terms. 

(5) Review and renegotiation of existing 
contracts to be in accordance with above 
procedure. 


( he Federal Power Commission met 
on October 28th with representa- 
tives of six Federal procurement agen- 


ties to establish procedure to effectuate 
the President’s program to minimize the 
igmcosts of electric power to war industries 
or establishments in contracts involving 
government approval or any government 
obligation. The designation of the Fed- 
eral Power Commission as the central 
agency of the government to determine 
the cheapest source of power supply for 
fulfillment of war contracts was an- 
i by the President on October 
th. 

In opening the conference, Chairman 
Leland Olds briefly reviewed the Presi- 
dent’s directives and stated that the com- 
mission would serve as the central agen- 
ty for the determination, in accordance 
with sound business practice, of problems 
of procurement officers in contracting 
for power supply. Chairman Olds 
pointed out that governmental purchases 
of electric power, directly or indirectly, 
now amount to hundreds of millions of 
dollars annually and stated that these ex- 
penditures will increase as the war con- 
tinues. He asked that each agency 
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promptly appoint a Power Procurement 
Officer in accordance with the Presi- 
dent’s directive to facilitate the opera- 
tion of the new procedure. 

Vice Chairman Basil Manly assisted 
Chairman Olds in the conduct of the 
conference, which was attended by F. 
H. Fowler, Major H. E. Gove, and C. 
O. Pengra of the War Department; 
Commander L. W. Bates and F. M. Fol- 
som of the Navy Department; Samuel 
H. Husbands, E. A. Stansfield, and H. 
A. Klagsbrun of the Defense Plant Cor- 
poration; W. B. Freeman of the Mari- 
time Commission; J. C. Swidler of the 
War Production Board’s power branch; 
Alan Johnstone and M. H. Elliott, Jr., 
of the Federal Works Agency; Norman 
A. Miller and Albert S. Gaston of the 
National Housing Agency; and Charles 
V. Shannon, Walter E, Caine, George 
H. Buck, W. B. Spohn, and C. E. Ben- 
nett of the Federal Power Commission. 


rk HERE had been some question raised 
in the trade press and elsewhere as 
to whether the President’s directive to 
the FCC would have the result of dis- 
rupting the war power integration pro- 
gram which heretofore has been worked 
out under the auspices of the War Pro- 
duction Board’s power branch. It seemed 
clear, however, from the publication of 
this correspondence that the WPB will 
continue to remain in charge of supply 
and that the function of the FPC is limi- 
ted to the determination of price. 

The President’s letter makes clear that 
his suggestion was aimed entirely at the 
procurement of power from the cheap- 
est sources available “consistent with 
war requirements.” This would seem to 
recognize the necessity for preserving 
the WPB war power integration pro- 
gram. It confirms the view that he had 
in mind chiefly special situations where 
war plants happen to be located near a 
source of cheap power and where an in- 
tervening transmission system is avail- 
able for use (if not already in use) to 
complete the delivery. 

It is noteworthy that the War Produc- 
tion Board remains in control of priori- 
ties and allocations and its approval 
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“ARE YOUR ELECTRIC RANGES STILL FROZEN? MY MOTHER SAYS SHE IS 
GONNA BUY ONE WHEN THEY ARE DEFROSTED!” 


would be necessary for the installation 
of any interconnection facilities using 
critical materials. Under such circum- 
stances, the WPB would be quite likely 
to consider «ay plans for the revision of 
power-supply routing (aside from price 
considerations) in the light of its own 
plans for power-supply commitments un- 
der the WPB program for mobilization 
of the nation’s power resources. 

It was also noteworthy that the Pres- 
ident’s directive to the FPC requires the 
latter agency to consult with the War 
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Production Board as to priorities and 
allocations before issuing any orders re- 
garding the routing of electric power in 
the exercise of its duty to determine the 
cheapest available source of power sup- 


ly. 
. The first action of the FPC under this 
policy may come in connection with a 
pending rate investigation involving the 
cost of power delivered to the war pro- 
duction aluminum plant at Lake Cath- 
erine, Arkansas. 

The FPC hearings on this matter had 
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been scheduled to begin at Little Rock, 
November 16th. 

Most of the power (65,000 kilowatts) 
to the Lake Catherine plant is furnished 
by a pool formed of 10 private power 
utilities operating in 7 different south- 


western and southern states. The Ark- 
La Electric Codperative has also con- 
tracted to supply 32,500 kilowatts of 
power to the aluminum plant at rates 
slightly lower than those charged by the 
power pool for its “interim” supply. 





War Impact on British Transportation 


HANKS to the collection medium of 

Davis M. DeBard of the Stone & 
Webster Service Corporation, we have 
available another interesting letter on 
utility operations in Great Britain under 
the pressure of war circumstances. This 
letter comes from O. Cecil Power, traf- 
fic manager of the Birmingham & Mid- 
land Motor Omnibus Co. Ltd., and deals 
principally with transportation. 

Mr. Power’s company operates about 
1,500 busses and coaches all over the 
Midland counties, with headquarters in 
Birmingham. At the commencement of 
the war in 1939, it discontinued most of 
its long-distance express coach services 
and land cruises to Scotland and other 
remote points. The company concen- 
trated on workers’ service and gradually 
increased the number of special bus runs 
for workers only. 

Mileage was reduced on least essential 
services at one time to the extent of 30 
per cent. At present the reduction is 
less than 20 per cent, which means that 
the company is now operating 1,000,000 
miles a month, or a weekly mileage of 
650 per vehicle, This compares with the 
normal weekly mileage of 800 per ve- 
hicle. 

Average speed is about 11 miles an 
hour except during blackouts when this 
is reduced to 8 miles an hour. (Both fig- 
ures include lay-over time at terminals 
and passenger stops.) Actual travel 
speeds are around 25 miles an hour, re- 
duced to 16-18 during blackouts. 


| eae operation has become easi- 
er each winter, principally because 
other traffic on the roads has declined 
and the crews are becoming accustomed 
to reduced lighting. During the first 
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couple of years of the war the accident 
rate increased considerably, especially 
with respect to fatal blackout accidents 
to pedestrians (mostly elderly people). 
Recently the Ministry of Home Secu- 
rity issued authority for improved light- 
ing control at platforms and loading sta- 
tions. 

The following is Mr. Power’s descrip- 
tion of British regulations for lighting of 
motor vehicles during blackouts: 


The provisions of the act, regulations, and 
orders apply to all motor vehicles which are 
on any public highway, and any other road 
to which the public has access, within the 
“hours of darkness,” which hours are de- 
fined as follows: 

(a) as respects the period of summer time, 
the time between one hour after sunset and 
one hour before sunrise; 

(b) as respects the remainder of the year, 
the time between half an hour after sunset 
and half an hour before sunrise. 

It is unlawful during the hours of dark- 
ness for any light to be displayed inside any 
vehicle, other than a public service vehicle, 
in such circumstances that any illumination 
therefrom is visible from outside. 

The display of any light may, in the event 
of hostile attack or the apprehension of hos- 
tile attack, be prohibited or restricted by the 
chief officer of police or any constable acting 
under his general or special direction, and it 
is unlawful for any light to be displayed in 
contradiction of any such prohibition or re- 
striction. 

(a) All motor vehicles must carry lamps. 

Every motor vehicle on any road must 
during the hours of darkness carry 

(a) two “authorized side lamps,” or one 
“authorized side lamp” and one “authorized 
dual-purpose lamp”; or two “authorized 
dual-purpose lamps” ; 

(b) one or two “authorized rear lamps.” 

It is the duty of any person who causes 
or permits a vehicle to be on any road dur- 
ing the hours of darkness to provide the 
vehicle with such lamps. 

Every such lamp must, whilst the ve- 
hicle is on any road during the hours of 
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~ darkness, be kept properly trimmed, lighted, 
and in efficient condition, and must be at- 
tached to the vehicle in the required posi- 
tion and manner. 

Unless the vehicle is fitted with an au- 
thorized dual-purpose lamp or authorized 
dual-purpose lamps, it may also display light 
from one authorized head lamp, or if it is 
a vehicle required to display more than one 
front light, it may also display light from 
one authorized head lamp or two authorized 
head lamps. 

Mr. Power goes on to give a detailed 
description of authorized side lamps, 
head lamps, and dual-purpose lamps. 
These lights are mostly restricted to a 
power of 7 watts and are otherwise 
masked and focused according to vari- 
ous specifications. 


ITH respect to passenger fares, 
Power tells us that his company 
has not actually increased fares since 
commencement of the war. However, in 
order to flatten out peak loads and re- 


duce nonessential driving, the following’ 
restrictions were put into effect: (1) or-; 


dinary return tickets were abolished; 
(2) daily workmen’s return tickets were 
replaced by weekly tickets. 

The first of these measures was taken 
to reduce the number of people wishing 
to travel who might be induced to do so 
by reason of the 25 to 334 per cent round- 
trip reduction. The second measure was 
taken to prevent casual riders, “fair 
weather cyclists,” etc., from filling up 
the busses in inclement weather and 
crowding out the regular working pas- 


sengers who should have priority. jy 
other words, passengers are not likely 
to buy a weekly ticket unless they know 
they are going to travel regularly, 

Another factor in helping to flatter 
out the early evening peak is an orde 
issued by the Regional Commissioner for 
all retail shops and stores to close at 4 
p. M. from October to February, This 
enables both the shoppers and the store 
help to travel home before the regular 
workers start returning about 5 p. m. 

With respect to personnel, the British 
bus company started training all able. 
bodied conductors to double as drivers 
when the male staff began to be called 
up for service. As a result, 90 per cent 
of the company’s conductors are now 
women and Mr. Power tells us that the 
majority of them “are doing the job 
very well indeed.” 

Women have also replaced male 
‘cleaners and are beginning to break in as 
drivers, although only a few have so fa 
taken over in this respect. The company 
finds it quite a useful practice to employ 
a number of part-time workers, mostly 
as conductors and clerks. These help 
out during the peak periods and doubt- 
less assist many an ambitious lady to fill 
in a day otherwise taken up by domestic 
or volunteer duties. 

The company still shows a profit, even 
though expenses have increased material- 
ly (8 cents a mile). Receipts have, of 
course, increased owing to heavy pas- 
senger traveling at nonpeak hours. 





Post-war Development of Natural Resources 


ENNESSEE Valley Authority Direc- 

tor James P. Pope declared recently 
that world peace and prosperity would 
result after the war if national and in- 
ternational projects were established for 
the development, conservation, and wise 
use of the natural resources of the va- 
rious countries. 

The former United States Senator, in 
an address prepared for delivery before 
the first Inter-American Historical Mu- 
nicipal Congress, said these projects 


should be of two kinds—as follows: 


The domestic project, relating to water, 
mineral, or other resources within the 
boundaries of a country, and the interna- 
tional project, such as the building of in- 
ternational highways or development 0! 
rivers on or across boundary lines. 


The domestic undertaking would be 
of a size or character, Pope went on, to 
make it suitable for public control and 
operation. It would be developed and 
operated by an agency of the national 
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WHAT OTHERS THINK 


government with its own funds if avail- 
able, or with funds that would be pro- 
yided by codperative action of a number 
of states. 

The other, he added, would be fi- 
nanced, constructed, and operated by ap- 
propriate international action. He said 
one way of financing these projects 
would be an inter-American bank with 
power to makes advances to govern- 
ments, their agencies, and nationals for 
the development of mining, agriculture, 
and public utilities throughout the west- 
ern hemisphere. 


1riInG the TVA as a domestic ex- 
} ample, he said the authority now 
covers seven southeastern states, fur- 
nishing 1,500,000 kilowatts of electric- 
ity to half a million customers, providing 
better living standards for the average 
home and the farm, and protecting the 
lands from floods and disease. The 19 


dams built or under construction, he 
said, would protect and promote agricul- 
ture and experiment in years to come. 

“The basis of real wealth, and of 
prosperity when benefits are equitably 
distributed, is the application of labor, 
capital, and management in the develop- 
ment of the natural resources. Every 
country needs and is waiting for this 
sort of development,” he declared. 

Asserting that the people of no nation 
can be contented or peaceful until the 
problem of full employment is solved, he 
said such projects would create an un- 
derstanding and appreciation of the 
worth and dignity of the nations and 
peoples, with men being drawn together 
in an enterprise for the welfare of a 
common humanity. 

The tasks of combating floods, 
droughts, poverty, and disease “offer a 
vista of glory far beyond anything the 
battlefield may offer.” 





Corporate Income Taxes As Operating Expense 


<4 BH utilities have a good moral claim to their normal re- 

turn, in war as in peace. The Federal Power Commis- 
sion should be reminded that if utilities appear to escape war 
taxation, their profits if any are fully taxed when they reach 
the stockholders. Taxing of corporations is always indirect 
taxation; the taxes are necessarily passed on to somebody. If 
they are passed on to stockholders instead of the general public, 
as the Federal Power Commission seems to think just, those 
stockholders will be able to pay less in taxes and the net result 
is the same. 

“But in the case of utility corporations, the stockholders have 
foregone the possibility of large profits in good times and 
should not be penalized in a pinch.” 

—EDITORIAL STATEMENT, 
Los Angeles Times. 
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Would Buy Puget Sound Power 


ESPITE the fact that Congress, in enacting 

the 1942 Revenue Act, specifically re- 
jected certain tax privilege provisions that 
would permit public bodies to acquire private 
utility properties and operate them free of 
Federal taxes, representatives of the Bonne- 
ville Administration were recently reported to 
be negotiating with the Treasury Department 
for a special tax exemption that would permit 
the purchase by a governmental agency of the 
Puget Sound Power & Light Company. 

The Bonneville Administration, federally 
owned power project operating in the Pacific 
Northwest, was seeking a ruling from the Fed- 
eral tax authorities to the effect that a non- 
profit corporation set up by Bonneville or pub- 
lic utility districts in the Northwest would be 
exempt from all Federal taxes in the acquisi- 
tion of the Puget Sound property, which was 
scheduled for divestment from the Engineers 
Public Service Company system under the 
“death sentence” provisions of the Holding 
Company Act. 

The aim of Bonneville officials in attempting 
to override congressional rejection of the “tax 
privilege” amendment was disclosed by the 
Securities and Exchange Commission at hear- 
ings on October 26th on a proposed recapitali- 
zation plan of Puget Sound Power & Light. 

At the hearing, in response to questioning 
by SEC counsel, C. G. Davidson, attorney for 
Bonneville, admitted that he had been en- 
deavoring to obtain a memorandum from the 
Treasury Department to provide for tax ex- 
emption on a nonprofit corporation. He said 
also that he hoped to obtain such a memoran- 
dum before the end of October. 


FPC Modifies Previous Order 


T HE Federal Power Commission on Novem- 
ber Ist moved to unlock dividend payments 
to stockholders of the Niagara Falls Power 
Company by offering company officials an op- 
portunity to charge $15,537,943.56 disallowed 
as cost of the company’s licensed project No. 
16 to capital surplus instead of to earned sur- 
plus as previously ordered. 

“By taking advantage of the alternative 
offered by the commission in this modification 
of its previous order,” said Chairman Leland 
Olds, “company officials will be able to declare 
dividends impounded heretofore. It is the com- 
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mission’s desire that no undue hardship fal} 
upon security holders during the present war 
emergency and if the officials of the company 
will take the opportunity extended to them, 
dividend payments may be made. At the same 
time, the public interest will be protected by 
making provision for removal of this huge 
write-up in property costs from the company's 
books.” 

The alternative proposed by the commission 
would permit the company to set up a reserve 
out of capital surplus, to be created for that 
purpose, equivalent to the amount of the write. 
up and defer the writing off of the amount 
until sixty days after the final disposition by 
the court. The company will go to court on 
the order. It claims that the latest FPC ac. 
tion does not alter the basic requirements of 
its original order requiring the company to 
write off approximately $15,500,000. 


Warns of Gas Shortages 


°F Ag of threatened gas shortage in 
many cities, the War Production Board 
on October 27th urged consumers to econo- 
mize, both in cooking and heating. Herbert S. 
Marks, acting chief of the WPB Power 
Branch, in discussing the general problem, 
stated many companies already are operating 
on “dangerously low reserves.” 

He pointed out that the demands of war in- 
dustries for gas are increasing, called attention 
to the migration of workers to industrial areas, 
and added that gas companies are unable to 
obtain steel and other critical materials to ex- 
pand their capacity. 

Difficulties encountered in attempting to 
draw up quota or rationing systems for house- 
hold users of gas, Mr. Marks said, have made 
it necessary to rely on voluntary codperation 
in an economy similar to the oil conservation. 


WPB Halts Power Projects 


S* power and irrigation projects in the far 
West received “stop work” orders on Octo- 
ber 28th under the War Production Board’s 
policy of curtailing the use of critical materials 
in construction, ; 

WPB issued seven orders revoking priority 
ratings, two of them involving Grand Coulee 
dam on the Columbia river in Washington. 
The other five projects affected are sponsored 
by the Bureau of Reclamation. 
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The projects had been scheduled for com- 
pletion in 1944 or 1945, and had a potential 
generating capacity of 829,100 kilowatts annu- 
ally. Rearrangement of available generating 
ynits reduced the net loss to 679,100 kilowatts. 

Builders were prohibited, effective immedi- 
ately, from continuing construction or installa- 
tion on the projects, except for construction 
solely for the purpose of safety or health, or to 
avoid undue damage or deterioration of ma- 

rials. 
in these cases, the stop date is November 
5th, unless extended by WPB. 

Ineach case, all suppliers must cease delivery 
or accepting delivery of materials to be used 
in connection with the construction of the proj- 
ect or any installation on it. It did not, how- 
ever, prevent the delivery of materials already 
in transit. 

One of the Grand Coulee orders involved 
construction equipment only for the right 
power house. Completion of that part of the 
dam and the left power house necessary to 
place the hydrogenerators authorized for in- 
stallation in the left power house in effective 
operation was not included in the order. 

The other Grand Coulee order covered units 
7,8, and 9 in the left power house. In bays for 
housing units 7 and 8 now are being installed 
275,000-kilowatt units originally scheduled for 
Shasta dam in California. 

The order reduced the potential output of 
the left power house by 174,000 kilowatts. 

Reclamation Bureau projects involved in- 
cluded : 

Davis dam, 30 miles west of Kingman, Ari- 
zona, and 40 miles south of Boulder dam on 
the Coiorado river. The stop-order covered 
the entire project. 

Colorado-Big Thompson project, including 
the Green Mountain and Granby dams on the 
west side of the Continental divide, a 13-mile 
tunnel to the east side and power plants at 
Colorado-Big Thompson, Estes Park, and 
Marys Lake, Colorado. The _ stop-order 
affected the tunnel and other parts of the proj- 
ect located east of the Continental Divide and 
Granby on the west side. 

Keswick dam, located on the Sacramento 
river in California, eight miles below Shasta 
dam. The stop-order covered the entire proj- 
ect. 

Anderson Ranch project, located on the 

Payette river, 30 miles east of Boise, Idaho. 
The order covered the entire project. 
_ Shasta dam, located on the Sacramento river 
in California. The stop-order covered unit 
5, but construction of the dam and units 3 and 
4 were not affected. 

Continuation of power installations on five 
projects of the United States Bureau of 
Reclamation was subsequently announced by 
Secretary of Interior Harold L. Ickes, indi- 
cating that these projects had been cleared in 
the revision of the war construction program 
by the Facility Clearance Board of WPB. 

The installations now permitted to proceed 
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are being made at Grand Coulee dam, Wash- 
ington, and Boulder dam, Arizona-Nevada, 
and new plants are to go into operation at Par- 
ker dam, Arizona-California; Green Moun- 
tain dam, Colorado; and Shasta dam, Cali- 
fornia. 

Senator McKellar announced on October 
27th that he would move to seek congressional 
action to have work continued on Holston and 
Watauga dams. McKellar said the dams are 
badly needed by the TVA as well as for flood- 
control purposes in industrial centers of Kings- 
port and Elizabethton. 

Senator McKellar expressed surprise and in- 
dignation over the WPB order stopping work 
on the two Tennessee Valley Authority dams. 
WPB ruled that the dams, Watauga and South 
Holston, were not essential to the immediate 
war effort. 

Congress appropriated money for the dams 
last December after McKellar, who is acting 
chairman of the Senate Appropriations Com- 
mittee, had pressed for their inclusion in the 
TVA appropriations bill. 


United Utilities Union 


py L. Mueller, acting president of the 
United Utilities Union of America—an 
organization of independent unions from the 
nation’s utility companies—said in Chicago re- 
cently the group had “no quarrel with organ- 
ized labor,” but it wanted to work with the 
AFL and CIO “to advance the cause of labor.” 

Mueller said that there had been rapid prog- 
ress in the uniting of the nation’s independent 
unions of the light, heat, and power utilities 
since the union’s preliminary meeting in Cin- 
cinnati last July. 

Then, Mr. Mueller said, the member- 
ship of the unions represented was approxi- 
mately 25,000 while at the meeting on October 
23rd there were delegates from 52 utility com- 
panies’ independent unions, representing ap- 
proximately 275,000 members. 

Mueller said the union’s aims were to enroll 
a majority of the more than 1,000,000 members 
in the country’s utility companies’ independent 
unions. 


OPA Regulation to Be Issued 


rice Administrator Leon Henderson on 

October 23rd announced a general regula- 
tion defining the character of notice and in- 
formation which public utilities and common 
carriers must file with the Office of Price Ad- 
ministration when they are seeking rate in- 
creases would be issued soon. 

Meantime, he emphasized that all common 
carriers and utilities are required to comply 
with the statutory provisions of the new Price 
Stabilization Act by filing with OPA official 
notice of any proposed general rate increase. 
Such notice should be given OPA before the 
entry of any order by a regulatory agency 
which authorizes an increase in rates above 
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those in effect September 15, 1942. This ap- 
plies to Federal, state, and local agencies which 
have jurisdiction over common carrier and 
public utility rates. 

“The notice should contain a complete ex- 
planation or the basis for the requested in- 
crease,” Mr. Henderson said. 


The Price Stabilization Act requires that the 
President or his designated agent be give 
thirty days’ notice where any common carrier 
or public utility seeks to increase rates higher 
than those in effect on September 15, 1942, ang 
that consent be given to intervene in such ac. 
tions. 


¥ 


Arizona 


Buys Utility Property 


y ifen town council of Holbrook recently ap- 
proved purchase of the Holbrook Light & 
Power Company, property of the Southwest 
Public Service Company of Amarillo, Texas, 
for $86,938.59. 


The town took over operation of the utility 
November Ist. 

The council plans to issue $93,000 in bonds to 
cover the purchase price and supply operating 
capital. At an election in June, taxpayers ap- 
proved a $100,000 bond issue to acquire the 
utility. 


Arkansas 


Rate Agreement Reached 


HE state utilities commission, Arkansas 

Power & Light Company, and Memphis 
Natural Gas Company have reached an agree- 
ment in the Memphis Natural Gas rate case 
pending before the Federal Power Commis- 
sion, but the FPC had not approved the agree- 
ment, P. A. Lasley, special attorney for the 
state commission, said recently. 

Wilmot, McGehee, Dermott, Lake Village, 
and Eudora natural gas distribution was in- 
volved in the case. The commission charged 
that the Memphis concern discriminated 
against the AP&L in wholesale rates. The 
AP&L buys the gas from Memphis Natural 
for distribution in the five cities. The state 
commission alleged that rates charged the 
AP&L were higher than wholesale rates given 
the city of Memphis. 


Rate Schedule Revised 


ARGE-SCALE consumers of the Oklahoma Gas 

& Electric Company were given decreased 
charges for all power in excess of 100,000 kilo- 
watt hours per month, in an order issued by the 


* 


state utilities commission on October 27th, 

The reduction was from 6 mills to 5.3 mills 
per kilowatt hour. Commercial lighting and 
combination light and power service in Fort 
Smith, Van Buren, Alma, Charleston, Ozark, 
and rural areas were affected by the revised 
schedule. 


Uniform Accounting Required 


gegen electric utilities will be required 
to establish a uniform accounting system, 
approved by the state utilities commission on 
October 27th, over periods of eighteen months 
or two years, Chairman Joe W. Kimzey said. 
The system will expedite consideration of rate 
and cost study matters, Mr. Kimzey said. 

The utilities had only one objection to the 
new proposal. It was to a provision requiring 
them to keep separate records for each plant 
in their systems, contending that this would in- 
crease bookkeeping work. P. A. Lasley, com- 
mission attorney, said this provision would 
enable the regulatory body to maintain a more 
complete check on utility operations. The 
commission will rule on the protest in its 
formal order. 


District of Columbia 


OPA Protests Limit on Rate 
Evidence 


ction of the District of Columbia Public 
Utilities Commission in limiting testi- 
mony which the OPA may present in the new 
Washington Gas Light Company hearings 
which started November 2nd “illegally re- 
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stricts the Director of Economic Stabiliza- 
tion’s right to intervene,” according to a peti- 
tion filed with the commission on October 3lst 
by Leon Henderson, Price Administrator, on 
behalf of James F. Byrnes, Director of Eco- 
nomic Stabilization. y 
The petition objected not only to the limita- 
tion of testimony but again asked the commis- 
sion to vacate or stay the recent increase. 
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OPA served notice in a letter to E. J. Milli- 
gan, executive secretary of the commission, 
that it would ask the commission to rule on 
the petition, latest move in a several months’ 
efort by the OPA to prevent an increase in 
gas rates, before testimony is begun. 

The reference in the OPA petition to the 
“legality” of the commission’s action was 
viewed by observers as a definite assertion by 
Henderson that the President’s economic 
stabilization order of October 3rd takes pre- 
cedence over any action by a local public utility 
rateemaking body. 

Annual hearings on the gas rates, held under 
the sliding-scale arrangement which has been 
in effect since 1936, were begun before the 
commission Jast August. Each year in the past, 
the sliding-scale arrangement has resulted in 
a decrease in gas rates. This is the first year 
an increase has been ordered under the arrange- 
ment. 


Cabmen’s Rate Petition Rejected 


PETITION of the United Taxicab Drivers, 
Inc., for changes in taxicab rates and 
zone boundaries was dismissed on October 31st 
by the District of Columbia Public Utilities 


Commission. Absence of proof that the or- 
ganization had authority to represent the cab 
operators was given by the commission as the 
primary cause for dismissal. 

The petition, filed on September 18, 1942, by 
the organization’s president, Edwin A. Glenn, 
requested adjustments in certain zone and sub- 
zone boundaries. It also asked that certain 
charges for trips from one subzone to another 
be increased. Additional charges for waiting 
time also were demanded. 

he commission, in its recent action, con- 
tended that in a letter dated September 25, 
1942, it specified that the United Taxicab Driv- 
ers, Inc., was held by a previous order not to 
be a public utility and that the United States 
District Court for the District of Columbia 
had held to the same effect. 

In accordance with these findings, the letter 
requested that on or before October 15, 1942, 
the union file with the commission statements 
from operators of taxicabs showing they sub- 
scribed to the petition, and designated Glenn to 
represent them. Moreover, they were to signify 
their intention to pay their proportionate share 
of the procedure costs. 

No such statements were filed, said the com- 
mission, in rejecting the petition. 


Illinois 


Committee Begins Pay Study 


gw 3-man committee selected to arbitrate 
the wage dispute between the Chicago Sur- 
face Lines and their employees began hearings 
last month in the Federal court room of Judge 
Philip L. Sullivan. Judge Sullivan is chairman 
of the committee, Alderman James J. McDer- 
mott (14th) represents the carmen’s union, 
and Attorney William J. Flaherty the com- 
pany. 

Attorney William Levine presented the 


union’s argument for a 12-cent hourly wage 
increase. He said passenger traffic has in- 
creased substantially and will continue to in- 
crease, thereby adding to work and nervous 
strain. 

He contended that, even with the in- 
crease, wages would barely reach the $2,400 
annual minimum proclaimed by the govern- 
ment as a “decency living” standard. 

Both sides have agreed to accept the com- 
mittee’s decision in the dispute and the ruling 
will be retroactive to June Ist. 


Indiana 


Power Can Meet Needs 


eee of electric energy in the nation 
is sufficient to meet war needs, C. W. Kel- 
loge, New York, president of the Edison Elec- 
tric Institute, said at a recent meeting of the 
Electric League of Indianapolis. Kellogg 
stated : 

“For a long time many persons, impressed 
with the huge mass of new war material that 
had to be produced, believed that a correspond- 
ing amount of additional electric power would 
be required. This impression was caused when 
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civilian activities were relatively uncurtailed 
and the war load was superimposed on them. 
When war became the principal business of the 
country, nonwar activities were pinched off and 
their place taken by war industry, total energy 
requirements remaining about as they would 
in any boom period.” 

Dan C. Hess, vice president of the Indian- 
apolis Power & Light Company in charge of 
operations and president of the league, said 
there would be no need to ration power in 
Indianapolis or Marion county within the next 
year unless emergencies develop. 
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Kentucky 


Court Upholds Gas Order 


4 HE state public service commission’s order 
for the Inland Natural Gas Corporation 
to furnish gas to Olive Hill consumers was 
upheld by Circuit Judge William B. Ardery 
in an order entered October 20th. 

Judge Ardery dismissed an _ injunction 
sought by Ben Williamson, Jr., Ashland, Fed- 
eral trustee for the corporation, to prevent en- 
forcement of the commission’s order, but 
granted an appeal to the court of appeals. 

Holding that Olive Hill’s gas supply was 
insufficient, the commission ordered the cor- 
poration to sell gas to the Eureka Gas Company 
for resale to Olive Hill. 

The Inland Corporation contended 99 per 
cent of its business was with commercial con- 
cerns, that selling for domestic use at Olive 
Hill would result in other similar demands, and 
that the commission lacked authority to re- 
quire such sales. 


Asks Electric Rate Cut 


HE city of Frankfort on October 27th 
asked the state public service commis- 
sion for a 24 per cent reduction in electric 
rates. The request was contained indirectly 
in a brief filed by City Attorney Marion Rider 
in the city’s quest for reduced power rates. A 


brief presented by Leo T. Wolford, attorney 
for the Tri-City Utilities Company, also was 
submitted to the commission. 

A ruling on the case was expected to con. 
tain a decision affecting the inclusion by utilj. 
ties of heavier war taxes as operating expenses, 

In another action relative to the electric 
plant, the Frankfort city council on October 
26th announced it would vote November 9h 
on submitting an ordinance to voters next year 
authorizing the city to institute condemnation 
proceedings against the Tri-City power facili. 
ties in Frankfort. 

If the state commission allows Kentucky 
utilities to pass war taxes on to the consumer 
it will create a special class immune from the 
war burden, it was argued on October 30th 
in an amicus curiae brief filed by the city of 
Louisville in the Frankfort rate case. 

The brief was laid before the commission 
after it went into executive conference to de- 
cide the Frankfort Case. 

“We hardly can think of a better way to 
thwart the purpose and spirit of war price- 
control legislation than to permit utilities to 
suffer no diminution of income by reason of 
war taxes,” wrote Hal O. Williams, assistant 
law director of Louisville. “The very purpose 
of Federal price-control legislation is to bring 
about a diminution of income as a check upon 
inflation.” 


M aryland 


OPA May Bar Cab Fare Hike 


“Oh genie of Price Administration officials re- 
cently indicated they would attempt to 
stop the proposed increase in taxi fares in 
Baltimore if the increase “appears inflation- 
ary.” A high official in Washington asserted 
that “we’re keeping an eye on the Baltimore 
taxi companies’ request for higher rates and 
we certainly won't tolerate anything inflation- 
ary. 

The major taxicab concerns in the city on 
October 17th filed a notice of intention to raise 
rates from 25 cents for two miles to 25 cents 
for one mile. The state public service com- 
mission, to whom the notice was addressed, 
said it would not consider the notice until 
November 17th. 

Taxicab owners were notified on October 
21st by the state commission that abuse of the 
multiple rider plan must cease and notices of 
the commission’s rules must be displayed in the 
rear of all cabs. The cab owners were given 
until October 28th to post on the rear of the 


driver’s seat of each cab the rules which gov- 
ern multiple riding. The notice to the cab own- 
ers was signed by Steuart Purcell, chairman, 
and Edmund Budnitz and Arthur H. Brice, 
members of the commission. 

Under a rule of the commission, taxicabs 
may carry groups of passengers from railroad 
stations, hotels, and other places of special 
assembly who are traveling in the same direc- 
tion but not bound to the same destination. 

However, it was pointed out in the combina- 
tion notice and order, “the practice is not 
being confined, as intended, to such special 
origins, but is applied generally, wherever a 
group can be assembled, and, in some cases, 
individual passengers en route to destination 
are required to submit to one or more others 
being picked up.” 

In addition, it was said, “passengers are 
overcharged and incomplete records are made 
by the drivers, by allowing the meter to regis- 
ter continuously and charging each passenger 
the amount of the total registration when 
destination is reached.” 
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Michigan 


Gas and Electric Rate Cuts 
Sought 


FFICIALS of the Michigan Consolidated Gas 
O Company were recently ordered to show 
cause before the state public service commis- 
sion why rates should not be reduced an esti- 
mated $2,500,000 a year in the Detroit area. 

November 2nd had been set as the date of 
hearing but the commission on that date 
postponed the hearing “without date.” Until 
the Panhandle rate for wholesale gas is fixed 
fnally, a decision on Michigan Consolidated 
is impossible, it was said. Pes 

James H. Lee, assistant Detroit city cor- 
poration counsel, on October 20th filed with the 
state conimission a petition asking that the rate 
cut be made effective to the public as of No- 
vember Ist. 

The petition was signed also by Harold 
Goodman, attorney for the city; Paul S. 
Krause, city corporation counsel, and Prosecu- 
tor Dowling. It declared that the Federal 
Power Commission order cut $5,094,384 from 
Panhandle Eastern Pipe Line Company rates to 
the Consolidated Gas Company. 

Without a dissenting vote, the Detroit city 
council on October 23rd authorized Mayor 
Jeffries and Paul E. Krause, corporation 
counsel, to carry to the state commission their 


fight with the Detroit Edison Company for no 
electric bills in November and December. As 
a result of the authorization, Krause immedi- 
ately asked the commission for a public hear- 
ing in a rate case against the Detroit Edison. 

The city is attempting to require the utility 
to rebate $8,000,000 in estimated excess profits 
to Detroit householders by not billing rate 
users in November and December. Krause 
told the council that 90 cents out of every elec- 
tric light bill dollar of Detroit householders 
for those two months would go into Federal 
taxes as the result of Detroit Edison’s posi- 
tion. 

Krause said the city not only would seek a 
rebate on 1942 rates but also a 25 per cent re- 
duction in Detroit Edison rates for 1943, 

The case was set for argument before the 
commission November 6th. 

Richard H. Barkell, commission chairman, 
said the rebate in effect would be a method of 
avoiding imposition of the Federal excess 
profits tax on Detroit Edison funds. He said 
the question was whether the commission had 
jurisdiction to order a refund to avoid Fed- 
eral taxation. “We do have jurisdiction in a 
rate case if rates are shown to be unreason- 
able, but the question is raised whether this 
matter is a rate case. There is also the prob- 
lem of what attitude the Federal government 
might take if we did order the rate,” he said. 


Nebraska 


District Files Demurrers 


TTORNEYS for the Consumers Public Power 
District recently filed demurrers in the 
state supreme court to the quo warranto action 
brought by Attorney General Johnson chal- 
lenging the authority of the district to acquire 
the properties of the Western Public Service 
Company by purchase of stock control. They 
also demurred to the intervention petitions 
filed by the cities of Scottsbluff, Chadron, 
Bridgeport, and Sidney, alleging that these 
have adequate remedies at law or in equity. 
By demurrer, the defendants take the posi- 
tion that even if all that is alleged in the peti- 
tions were true, no basis for the action exists. 
The attorneys alleged that the court has no 
jurisdiction, that quo warranto is not the 
proper remedy to pursue, and that it is an 
attempt to settle by quo warranto private and 
contractual rights of the cities in which neither 
the state nor the general public has any in- 
terest. It was further contended that the state 
and the cities are estopped by reason of failure 
to act in time, the ownership and control hav- 
ing long rested in the district. 
Constitutionality of the Murphy amendment, 
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which sought to prevent acquisition of any 
territory served by the Federal government 
to the extent of 15 per cent of total load, also 
was attacked. 


District Tests County Tax 


HE Platte Valley Public Power and Irri- 

gation District on October 19th lodged an 
appeal in the state supreme court from the 
holding of Judge Tewell that its personal 
property is not exempt from taxation by Lin- 
coln county. 

The district’s attorneys alleged its primary 
and most important purpose is the diversion, 
storage, and distribution of the waters of the 
state, and that the law says irrigation works 
are exempt from all tax laws, state, county, or 
municipal. They alleged that the court erred 
in holding that it is not a public corporation, 
that it is not a governmental subdivision, and 
that it is a private corporation organized for 
gain and profit. 

They pointed out that the law under which 
it was created says that no governmental 
authority can levy and collect taxes against it, 
and that the court erred when it held that the 
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fact that the law says its property may never 
be sold to a private corporation and that pay- 
ment shall be made by a receiver are not legis- 
lative expressions of its intention to nullify 
all tax laws. They also objected to the holding 
that this law is not an exercise of the police 
power of the state because it is not reasonably 
necessary for the welfare of the corporation. 

Judge Tewel held that it is not a govern- 
mental subdivision in the meaning of the 
language used in the Constitution, and that any 
attempt by law to exempt it from taxation is 
contrary to the Constitution. 

The action was begun by the district to en- 
join the county from collecting, by a distress 
warrant, taxes on seven cars and trucks 
assessed at $2,675, but if these can be taxed the 
entire property of $62,000,000 is taxable. 


Districts Join National 
Association 


7 rural public power districts, all 
members of the Nebraska Association of 
Rural Public Power Districts, joined the Na. 
tional Electric Co-op Association at the semi- 
annual state association meeting at Columbys 
on October 21st. 

The twelve are York, Polk, Cuming, Madi. 
son, Southern Nebraska, McCook, North. 
eastern Nebraska, Burt, Butler, Stanton, 


Eastern Nebraska, and Dawson rural public 
power districts. 

Officers of seven other districts represented 
at the meeting said they approved, but wished 
to take the matter up with their boards, 


ee 
New Jersey 


Stresses Rate Views 


HE state board of public utility commis- 

sioners, closing a hearing on an applica- 
tion by the Elizabethtown Consolidated Gas 
Company for permission to increase rates to 
meet uncontrollable costs, recently reminded 
the company of the board’s reluctance to allow 
rate increases during the war. 

Joseph E. Conlon, president of the board, 
issued a statement calling attention to the 
enunciation of policy by the board on October 
3rd “relating to the effect of the war emer- 
gency on rate cases and indicating the board’s 
reluctance to allow increases unless such in- 
creases are clearly proved to be required to 
permit the utility to continue to function in 
furnishing safe, adequate, and proper serv- 
ices.” 

“Since the board issued that statement,” Mr. 
Conlon continued, “the Federal anti-inflation 
legislation has been enacted and the board feels 
that its announced policy has thereby become 
particularly applicable to cases of this kind.” 


¥ 


Mr. Conlon told company counsel, however, 
that “the members of the board have, of 
course, had no opportunity for detailed con- 
ferences on the record, have reached no con- 
clusions, and are of open mind.” 


Wage Increase Sought 


fe State Association of the Amalgamated 
Street Car, Railway, and Motor Coach 
Union, AFL, will ask a wage increase of 25 
cents an hour for its 6,000 members employed 
by Public Service Coordinated Transport, it 
was announced by union officials on October 
26th. The proposed contract will be presented 
to the company on December Ist, when negotia- 
tions will open on a new agreement to replace 
one expiring in February. 

Bus and trolley operators and shop em- 
ployees who make up the union were granted 
a raise of 10 cents an hour in June by the 
War Labor Board. This increased the pay 
scale to 85 cents an hour for regular men and 
gave extra men a minimum of $30 a week. 


New Hampshire 


Power Hearing Delayed 


HE Federal Power Commission on Octo- 
ber 20th postponed from October 26th to 


¥ 


November 30th a hearing on an application by 
the Coéperative Service Association, Concord, 
for a preliminary permit for a hydroelectric 
development. 


New York 


Subway Workers “Frozen” 


mene 27,000 employees of the New York city 
rapid transit system were recently frozen 
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into their jobs by a decision of the court of ap- 
peals which upheld the constitutionality of the 
Wicks Act, which also put them under civil 


service, The lower courts all held the law was 
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constitutional and the court of appeals gave an 
afirmation without opinion. 

Three cases were presented to the court of 
appeals, with the Brotherhood of Signalmen of 
America as an intervenor. Solicitor General 
Epstein argued for the state, H. Eliot Kaplan 
for the Railway Signalmen, and Jeremiah 
Evarts, assistant corporation counsel, for the 
city of New York. 

The decision upheld by implication the con- 
stitutionality of the Fite law, which extends 
civil service coverage to some 150,000 govern- 
ment positions in county, city, and local gov- 
ernments. 

In 1939, when transit unification was under 
consideration, Senator Wicks, chairman of the 
senate finance committee, drafted the measure, 
which met with much opposition from various 
groups, who contended it was premature and 
unnecessary. 

It was the opinion of Senator Wicks that the 
law was needed to continue the safe and effi- 
cient operation of the city subways. He de- 
clared that unification without proper protec- 
tive legislation for the subway employees 
would mean that they could not acquire civil 
service status and therefore could either be 
dismissed or compelled to take open competi- 
tive examinations to retain jobs they had held 
for many years. 


WPB Seizes Rails 


HE Federal government, invoking the 

requisitioning powers granted the Presi- 
dent by Congress last year, has taken posses- 
sion of seven parcels of abandoned street car 
trackage in Nassau county to speed another 
500 tons of steel to the mills, it was announced 
recently by the special projects section of the 
War Production Board. 

The rails were in Glen Cove, Roslyn, Free- 
port, Hempstead, Floral Park, Lynbrook, and 
Elmont. 

The move, which gave the government im- 
mediate access to the materials, with compen- 
sation to the owners to be decided later, was 
understood to presage similar action in New 
York city. 

The War Production Board, having com- 
pleted its surveys of many such projects, 
was reported ready to seize heavy scrap 
metal wherever technicalities or other ob- 
stacles might protract negotiations in advance 
of acquisition. 

It was explained at the regional WPB office 
in New York city that the requisitioning 
powers were invoked in the Nassau street rails 
case not because of any unwillingness by the 
owners but as a result of technical complica- 
tions as to ownership. 


@ 
Ohio 


Gets Impounded Funds 


EB ee long-drawn-out Federal court litiga- 
tion in the gas refund case was wound up 
with the exception of one technicality on Octo- 
ber 23rd by U. S. Judge Mell G. Underwood in 
an order instructing the Ohio Fuel Gas Com- 
pany to pay the city of Columbus $248,139.15 
of impounded funds. 

The order relieved the Ohio Fuel Gas Com- 
pany from future disbursing agent’s duties 
with payment of the money to the city treasury 
and also set October 1, 1943, as the deadline 
under which claimants may file applications 
with the city for refunds. 

Included in the $248,139.15 to be released to 
the city were certain sums which earlier had 
been set aside by a court order for use in meet- 
ing distribution, refund expenses, and court ex- 
penses. 

The order found that the Ohio Fuel Gas 
Company had paid out $1,144,818.09 in refunds 
to former consumers of the now defunct 
Columbus Gas & Fuel Company and the Fed- 
eral Gas & Fuel Company. 


Strike Imperils Water Supply 


¢ O. SHERRILL, city manager, sent Cincin- 
e nati workhouse prisoners to the water- 
works’ pumping station on October 28th to do 
the work of municipal employees whose strike 
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on that date over wage demands endangered 
the water supply of 500,000 persons. 

Mr. Sherrill also ordered dismissal of strik- 
ing members of the city employees’ union, the 
United Construction Workers, unless they 
“apply immediately for reinstatement.” The 
union, affiliated with John L. Lewis’ United 
Mine Workers, called the walkout to enforce 
demands for a 25 per cent wage increase. It 
said 1,500 were out of the several departments 
affected. 

City officials termed the water situation an 
“extreme emergency.” 

A walkout of gas maintenance workmen on 
October 30th added another hazard to Cin- 
cinnati’s public services as city officials pre- 
pared to seek an injunction against further 
interference from service department em- 
ployees who had been on strike three days. The 
gas maintenance workers also are members of 
the United Construction Workers Union. 

A spokesman for the union gas workers said 
fifty men were told by the Cincinnati Gas & 
Electric Company that they had been laid off 
when they called for their pay checks on Octo- 
ber 30th. He said the others walked out a 
short time later. 

After a 3-hour mass meeting, November 3rd, 
City Emplovees Local 211 of the United Con- 
struction Workers agreed to accept a pay raise 
estimated to total $385,000 for 4,779 of the 
city’s 5,052 employees. 
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Pennsylvania 


To Read Meters Quarterly 


PPROXIMATELY 20 per cent of the electric 
A consumers in the metropolitan Harris- 
burg district are affected by the Pennsylvania 
Power & Light Company’s announced inten- 
tion to read meters quarterly instead of month- 
ly in certain suburban districts, where esti- 
mated or average bills will be presented in the 
months that the meters are not read. 

It is a service curtailment imposed by the 
war to conserve autos, tires, and gasoline and 
because man power is becoming scarcer, ac- 
cording to a letter mailed to affected consum- 
ers by District Manager L. G. Handwork. 
Harrisburg would not be directly affected. 

David A. Elias, general manager, said con- 
sumers would not gain or lose financially 
through the change which brings meter read- 
ers to their homes just four instead of twelve 
times a year. 

The Handwork letter said “the bill for the 
month when the meter is read by the company 
will be based on the difference between the con- 
sumption previously billed and the total con- 
sumption actually used.” 


Planned Increase Dropped 


HE Pennsylvania Power & Light Company 

on October 27th withdrew proposed in- 
creased electric rates for 1,600 commercial and 
large industrial consumers in 28 eastern coun- 
ties. 

The withdrawal did not affect proposed up- 
ward “adjustment” of Lancaster county elec- 
tric rates to bring them in line with those in 
surrounding counties. Lancaster consumers 
would benefit from the action, however, since 
increased rates would not be so great as had 
been proposed. 

Chairman John S. Siggins, Jr., said the state 
commission had informally agreed to accept 
the utility’s petition and that a formal order 
would be issued later. 


The state commission on October 29th an- 
nounced that further hearings in its general 
rate case against the Pennsylvania Power & 
Light Company would be held at Harrisburg 
November 18th to 20th. 

The case had been listed for November 2nd, 
but was continued at the request of the utility 
following an explanation by counsel that the 
time conflicted with other court proceedings 
involving the company. 


Valuation Figure Too Low 


T= Philadelphia Transportation Company 
recently announced it would appeal the 
order of the state public utility commission re- 
jecting the company’s application for a fare 
raise and setting a valuation on the company’s 
property at $77,000,000. 

Although the company is in accord with the 
commission’s decision regarding the fare in- 
crease, since the company after making the 
request has experienced greatly increased 
earning power due to war conditions, the com- 
pany was said to feel that the valuation figure 
of $77,000,000 was too low. 

The low valuation figure would seriously 
hamper any effort on the part of the PTC to 
obtain increased fares after the war. Both the 
courts and the commission permitted a capitali- 
zation of $85,000,000 when the company reor- 
ganized and since that time the company has 
spent large sums for new equipment and mod- 
ernization of old equipment. The company 
would seek to have the valuation placed at 
$110,000,000 or at least as high as $93,000,000. 

The Office of Defense Transportation on 
October 30th announced release of 50 busses, 
each of 40-passenger capacity, to help relieve 
the transportation shortage in Philadelphia. 
The 50 will be added to the fleet of the Phila- 
delphia Transportation Company and an ad- 
ditional 50 busses on order with the Mack 
Truck Company will be held in reserve, ODT 
officials said. 


Texas 


Court Fight Looms 


HE city of Denison and the Community 

Gas Company prepared for court action 
recently after the city commission and repre- 
sentatives of the company failed to agree on 
sale of the company’s distribution system in 
Denison to that city. 

Roy Coffee, representing the company, 
avoided negotiations for the sale of the sys- 
tem and presented two legal views of the 
company. 

They were that the city had forfeited 


its right under the franchise to buy the 
system because of the four months’ elapsed 
time since the franchise expired, and that the 
Community Natural Gas Company was not in 
position to negotiate sale of its property be- 
cause it has entered into a contract for re- 
organization of the company into a new Texas 
company in compliance with Federal regula- 
tions. 

Mayor Long said that since the company had 
not accepted the invitation to negotiate, the city 
was determined to carry its purchase fight 
“to the highest court.” 


NOV. 19, 1942 750 





1G 
I 
the D 
after < 
Office 

pated | 
yene. | 
an ave 
per cu 
custon 
rates 

missio 


eaMen™ RLF 


The Latest 


Utility Rulings 
Increased Gas Rates Allowed under 
Sliding-scale Arrangement 


IGHER rates for the Washington Gas 

Light Company were approved by 
the District of Columbia commission 
after a hearing in which counsel for the 
Office of Price Administration partici- 
pated after being granted leave to inter- 
vene. New domestic rates will result in 
an average increase of 3 cents per month 
per customer. The total increase for all 
customers is 2.28 per cent in excess of 
rates for the preceding year. The com- 
mission declared: 

The cost of gas constitutes but 1.17 per 
cent of the average cost of living in Wash- 
ington, according to statistics of the Labor 
Department, and based on the percentage 
increase for gas service just stated, the cost 
of living index would be increased by only 
about 1/37 of 1 per cent. We cannot con- 
ceive that such an increase would have ma- 
terial inflationary tendencies. 

The sliding-scale arrangement pur- 
suant to which the higher rates were au- 
thorized had been established by order 
of the commission in Re Washington 
Gas Light Co. (1935) 11 PUR(NS) 
469. This provides for a 63 per cent re- 
turn with annual adjustment of rates de- 
pendent upon revenues and expenses. 

Several adjustments suggested by the 
commission’s staff received considera- 
tion. The commission disallowed as an 
operating expense a payment to the 
Greater National Capital Committee, an 
arm of the Washington Board of Trade, 
the chief function of which is to attract 
visitors to the nation’s capital. The com- 
mission considered the benefits derived 
by the company from this expenditure as 
of such a conjectural nature that it must 
be viewed as a donation to a worthy civic 
organization rather than a sales promo- 
tion expense. Moreover, in view of the 
overcrowded condition of the city owing 


to the war effort, there was said to be 
even less justification for such an ex- 
pense. Since the major efforts of retail 
salesmen depend in major part on the 
sale of appliances, it was said to follow 
that the compensation paid to such sales- 
men, whether in the form of commis- 
sions or salaries, should be assignable to 
sales promotion expense and merchan- 
dising and jobbing on the basis of results 
produced. 

The company contended that 80 per 
cent of appliance advertising was a pro- 
motional expense whereas the commis- 
sion’s witness had recommended that 
only 50 per cent of such expense be al- 
lowed. The fact that the company segre- 
gated appliance advertising from its 
other or institutional advertising, said 
the commission, might of itself be suff- 
cient grounds for saying that all of such 
advertising related entirely to the mer- 
chandising activities, but in view of the 
practice of participating in advertising 
campaigns of other dealers the commis- 
sion went no further than the adjustment 
made by the commission’s witness. 

Costs incident to increasing the au- 
thorized capital stock of the company 
were excluded on the ground that they 
pertained only to the securing of new 
capital and as such are properly charge- 
able to capital stock expense when and 
if the stock is issued. The company had 
contended that these expenditures should 
be permitted in operating expenses for 
the reason that, through no fault of the 
company, the commission was not or- 
ganized and able to give the approval 
necessary when the stock in question 
could have been sold advantageously. 

Likewise the commission disallowed 
excess profits taxes although the com- 
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pany contended that it would not have 
been liable for such tax if the commis- 
sion had been in a position to act expe- 
ditiously on an application for authority 
to issue preferred stock in 1941, and that 
the company had no “excess” profits in 
the popular sense of the word. The com- 
mission said it could not overlook the 
fact that the recognition of excess profits 
tax as a proper element in the determina- 
tion of rates would result in a continu- 
ing cycle of rate increases severely 
penalizing the customer without ma- 
terially benefiting the company. 

A donation to the USO was excluded 
under the general rule as to exclusion of 
donations to worthy causes, although the 
company urged that this was not an ordi- 
nary donation inasmuch as the USO is a 
war project backed by the Federal gov- 
ernment and that the morale and be- 
havior of the armed forces are of vital 
concern to the company and to all citi- 
zens. The customers of the company, 
said the commission, are called upon for 


direct donations to this organization, and 
they should not be called upon for a fur. 
ther donation in the form of higher rates 
for service. 

Commissioner Hankin, in a dissenting 
opinion, called for a decrease in rates, 
criticized the commission in its conduct 
of the hearing, and attacked the sliding- 
scale arrangement. Referring to the 
amendment to the Emergency Price Con- 
trol Act, requiring notice to the Director 
of Economic Stabilization before rates 
are increased, he declared that the rate 
order was contrary to an express act of 
Congress. The fact that the Office of 
Price Administration had intervened in 
the case, he said, was in no manner suffi- 
cient compliance with the act. He criti- 
cized many items allowedas operating ex- 
pense including promotion expense, serv- 
icing of customers’ equipment, promo- 
tional expense, association dues, income 
tax allowances, and depreciation allow- 
ances. Re Washington Gas Light Co. 
(Formal Case No. 316). 


e 


Rate Base of Reorganized Transit Company 
Reathrmed 


Sige les to the order of the Penn- 
sylvania commission fixing a rate 
base and denying higher rates for the 
Philadelphia Transportation Company 
have been dismissed by the commission, 
with one modification. The rate base in 
its relationship to fair value, securities, 
and original cost was further considered 
without any change in the position taken 
by the commission. 

An exception relating to payments to 
the city of Philadelphia was sustained. 
The commission said that these amounted 
to $240,000 in the twelve months ended 
June 30, 1942, and would amount to 
$300,000 annually beginning July 1, 
1942. The commission had previously 
disallowed these payments. 

An attack on the determination of 
fair value was based upon the contention 
that the amount was lower than, and in- 
consistent with, the value found by the 
commission in reorganization proceed- 
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ings for the same property to support 
the securities issued and assumed by the 
company. By this and related exceptions 
the company raised the question as to 
whether the commission in the rate pro- 
ceeding was obligated to fix a rate base 
equivalent to, or more than, the total of 
the capital securities issued with com- 
mission approval following reorganiza- 
tion. The company emphasized the fact 
that commission approval was given to 
the reorganization plan and the securi- 
ties, contending that a rate base finding 
should be at least equal to the total of 
such securities and that consideration of 
other factors would indicate a rate base 
in excess of the securities. 

The company attempted to support 
this contention by citing the commission’s 
declarations in Re Peoples Nat. Gas Co. 
(1942) 43 PUR(NS) 82, that invested 
capital may serve as an important index 
of the minimum fair value. The commis- 
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sion, however, pointed out that the in- 
vested capital in the Peoples Case and 
the securities outstanding in this case 
were not similar in nature. In the Peo- 
ples Case the invested capital, considered 
as an important index of the minimum 
fair value, was said to be a minimum 
figure, representing “all the dollars be- 
longing to the owners which” remained 
in the company. 

A contention that a proper rate base 
should not be below the capital struc- 
ture, said the commission, was not sup- 
ported by the Public Utility Law at §§ 
603 and 918 dealing with the registration 
and rejection of securities certificates 
and the effect of certificates, licenses, and 
permits. These sections were interpreted 
as denying any requirement that the com- 
mission in subsequently determining 
rates provide a return on the securities. 

Fair value was determined by a con- 
sideration of reproduction cost, original 
cost, book cost, par or stated value of 
securities outstanding, and market value 
of securities outstanding. The commis- 
sion observed that it gave weight to re- 
production cost, although under the 
Natural Gas Pipeline Case (1942) 315 
US 575, 86 Led ...,42 PUR(NS) 129, 


62 S Ct 736, the commission was “under 
no obligation to do so.” In the words of 
the commission: 


Securities were considered with the other 
elements but were not given predominant 
weight, either as to their par or stated value 
or as to their market value. This conforms 
to the law, which requires consideration of 
all elements, although the decision of the 
Supreme Court of the United States in the 
Natural Gas Pipeline Case, supra, would not 
seem to require consideration of reproduc- 
tion cost, the highest element of value in 
this case. 


Commissioner Buchanan, in a dissent- 
ing opinion, interpreted the Supreme 
Court decision even more strongly, stat- 
ing: 

The commission in the reorganization 
proceeding and in this rate proceeding has 
adopted a “judgment” figure under the “fair 
value” rule of Smyth v. Ames, 169 US 466, 
which was incapable of standardization. But 
Smyth v. Ames is as dead as the proverbial 
Friday mackerel. Natural Gas Pipeline Co. v. 
Federal Power Commission (1942) 42 
PUR(NS) 129, 62 S Ct 736. Now only 
statutory standards apply to rate-making to 
the exclusion of judicial fiat. 


Public Utility Commission v. Philadel- 
phia Transportation Co. (Complaint 
Docket No. 13608). 


e 
SEC Cannot Be Sued in District Court 


S Bex exclusive jurisdiction of circuit 
courts of appeal to review orders of 
the Securities and Exchange Commission 
is affirmed in a district court decision 
dismissing for lack of jurisdiction an in- 
junction suit by a stockholder to restrain 
enforcement of Rule U-42 of the com- 


mission. The Electric Bond & Share 
Company, in which the complainant held 
common stock, had been authorized to 
use only $2,000,000 rather than $5,000,- 
000 as requested to purchase its own pre- 
ferred stock on the New York Curb Ex- 
change. 

The stockholder claimed that his legal 
and property rights were being invaded 
and threatened by the commission’s en- 
forcement of the order pursuant to Rule 
U-42 and that refusal of permission to 
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purchase the stock was causing irrepara- 
ble damage to the plaintiff. He further 
urged that the commission had no au- 
thority to adopt the rule. 

Section 24(a) of the Holding Com- 
pany Act permits any person aggrieved 
by an order to obtain a review in the cir- 
cuit court of appeals. The court said that 
the right to sue the government and the 
form for commencing such right is em- 
bodied within the provisions of that sec- 
tion, and the court may not go beyond 
the letter of such consent. Section 25 of 
the act confers jurisdiction upon district 
courts with respect to offenses committed 
by persons or suits against such persons 
for violations of the Holding Company 
Act. Nothing in the language, said the 
court, indicates that it includes the com- 
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mission as a possible violator of the act. 

A contention that the claim of sover- 
eign immunity would not defeat an 
equitable action, where the acts of gov- 
ernmental officers unlawfully invaded 
vested rights, was rejected, Authorities 
cited, said the court, were suits against 


individuals and not against an agency of 
the government itself. Moreover, § 24(a) 
provides a remedy to those who question 
the action of the commission. This meets 
the constitutional requirements of due 
process of law. Okin v. Securities and 
Exchange Commission, 46 F Supp 481, 


e 


Applicant Held to Be Broker and Not 
Agent or Employee of Carriers 


A application for a brokerage license 
was granted by the Pennsylvania 
commission to a person who, among 
other vocations, had an arrangement with 
several motor carriers whereby he re- 
ferred customers to them and received 
from them as compensation a specified 
percentage of gross charges paid them 
by the shippers. He did not advertise or 
solicit transportation business but had a 
wide acquaintance who called upon him 
intermittently for advice concerning the 
shipment of property. He did nothing 
further than to bring the parties together 
and collect his commission from the car- 
riers. 

A Pennsylvania statute defines “brok- 
er” as meaning any person or corpora- 
tion not included in the term “motor 
carrier” and not a bona fide employee 
or agent of any such carrier. The ques- 
tion for decision, therefore, was whether 
he was an agent or employee. The com- 
mission said that it was clear that the 


essential elements of agency were totally 
lacking. 

The applicant had no authority dele- 
gated to him by the carriers involved to 
act, contract, obligate, or in any way 
alter the legal relations between the car- 
riers and third persons and between the 
carriers and himself. The fiduciary rela- 
tionship of principal and agent was like- 
wise absent, and the carriers had no con- 
trol over the applicant indicative of the 
relationship of principal and agent. 

Since the applicant’s efforts did not 
contemplate a contract to result between 
shipper and carrier, it was said to be 
obvious that he was not exempt from 
commission jurisdiction as an employee. 
It was said to be evident that he was a 
person other than a bona fide employee 
or agent who provided or managed for 
the transportation of property, and, 
consequently, was a broker within the 
definition of the act. Re Boice (Appli- 
cation Docket No. 61392). 


7 


Order Requiring Odorization of Gas Held 
Invalid 


Een Texas Supreme Court held in- 
valid an order of the commission 
requiring odorization of gas furnished 
to domestic consumers. In the opinion of 
the court the order was too vague and in- 
definite because questions as to what pro- 
portion of gas is harmless and at what 
point gas may be discovered because of 
the malodorant injections were left open 
to debate. Requirements of gas odoriza- 
tion had been enacted after a disaster in 
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which nearly 300 school children were 
killed as the result of an explosion. 
Chairman Ernest O. Thompson, of the 
commission, had stated that the order 
would be rewritten to conform to the 
court’s ruling as quickly as possible af- 
ter a public hearing could be held. 

The order criticized by the court re- 
quired odorization when gas is present in 
the air in any proportion, provided it did 
not amount to more than one part of gas 
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THE LATEST UTILITY RULINGS 


to ninety-nine parts of air. It was said: 


The amount never can be definitely deter- 
mined by one charged with the obligation 
to perform. 


& 


It was noted that when gas is present 
in a proportion in excess of one part to 
ninety-nine danger is greater. Kelly v. 
Lone Star Gas Co. 


War Burdens Stressed in Denial of Train 
Discontinuance 


ONSENT to discontinue operation of 
i rail motor trains between certain 
pints in Missouri was denied by the 
commission of that state primarily be- 
cause of war needs. A monthly loss of 
approximately $1,000, claimed by the 
company as a reason for discontinuance, 
was not, however, an exact amount but 
was based on estimates and percentages 
ordinarily used by the accounting depart- 
ment of the carrier. Exhibits showed a 
steady increase in traffic. One such indi- 
cation was a 20 per cent increase for the 
period of March, 1942, to July, 1942, both 
inclusive, over the last four months of 
1941. The commission believed the in- 
crease would continue. 

Discontinuance of trains and closing 
of agency stations over vigorous protests 
of communities have been permitted, 
suid the commission, when it thought the 
action sought by the carrier would result 
ina better overall condition for the rail- 
toads and ultimately permit them to 
render more efficient service to the gen- 
eral public. But now, said the commis- 
sion, the country is at war, and times and 
conditions are not normal. The usual 
standards to gauge economy and con- 
venience cannot always be used. Com- 
mon carriers, said the commission, are 
faced with an obligation to serve the pub- 


lic and not always with a profit. The 
commission continued: 


Their first and paramount duty is to serve 
the government in the successful prosecu- 
tion of the war and, secondly, they must 
continue with all their efforts to render nor- 
mal service to the public when such rendi- 
tion does not conflict with their duty to the 
country as a whole. Sacrifices for victory 
of this war must be equally borne by the 
carriers and the public. In the prosecution 
of the war the American people are prepared 
and willing to make any necessary curtail- 
ment to their ordinary way of living; to aid 
the war effort, automobile tires and gasoline 
can all be eliminated and not a grumble will 
come from our people if they feel such is 
required and that the proper Federal and 
state authorities will continue to be alert to 
guard against abuse of their privileges. . . . 
We do not think that for the good of our 
morale the people should be denied neces- 
sary traveling facilities and require them to 
cease and desist contacts with neighbors and 
friends in other localities when facilities 
are available. Fathers and mothers, rela- 
tives and friends want to and will visit their 
own in military camps and fields and this 
they must not be denied unless and until the 
stoppage of all travel is an absolute neces- 
sity to win the war. Possibly millions of our 
youth in the armed forces will desire to 
visit their people at home on furloughs. This 
too must not be denied. 


Re Kurn et al., Trustees, St. Louis-San 
Francisco Railway Co. (Case No. 10,- 
235). 


& 


Acquisition of Assets after Receiver’s Sale 


: was granted by the Penn- 
(\ sylvania commission for the acqui- 
sition by the Northeastern Pennsylvania 
Telephone Company of all the rights, 
powers, franchises, and privileges of An- 
thracite Telephone Company, and a cer- 
tificate of public convenience was issued 
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in evidence of approval. The property 
transfer had taken place in 1916 at a re- 
ceiver’s public sale and the sale had been 
confirmed by the court of common pleas 
in 1917. 

This recent proceeding was to cor- 
rect an oversight in not obtaining the 
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required approval from the commission. 

Immediately upon the sale of property, 
franchises, and rights, Anthracite’s cor- 
porate existence had come to an end by 
operation of law, and, said the commis- 
sion, approval of its dissolution by the 
former public service commission was 
not required. Nor was the approval of 


ea 


the commission required to the sale of 
the property, franchises, and rights to 
Northeastern. Approval of the acquisi- 
tion by Northeastern of the rights, pow. 
ers, franchises, and privileges (but not 
the physical property) was, however, re. 
quired. Re Anthracite Telephone Co. et 
al. (Application Docket No. 60993). 


OPA Granted Fare Boost Halt 


HE United States District Court 
for the District of Columbia on 
November 3rd issued a temporary re- 
straining order, prohibiting the Wash- 
ington, Marlboro & Annapolis Motor 
Lines, Inc., from charging increased 
rates put into effect between Seat Pleas- 
ant, Maryland, and points within the 
District on October 26th. 
The order was issued on application 
of the Office of Price Administration. It 
restrained the bus company from making 


e 


any charges in excess of those made 
September 15, 1942, until such time as it 
had complied with the requirements of 
the Emergency Price Control Act as 
amended. This means that the bus com- 
pany must give OPA thirty days’ notice 
of such general rate increase, and that the 
OPA also must be given opportunity to 
intervene before the body considering 
the increase. Office of Price Administra- 
tion v. Washington, Marlboro & An- 
napolis Motor Lines, Inc. 


Other Important Rulings 


FEDERAL court sustained an order 

of the Securities and Exchange 
Commission denying an order declaring 
that an applicant was not a subsidiary of 
a specified holding company where it ap- 
peared that the company was subject to 
a controlling influence. It was held that 
the burden of proof was on the com- 
pany, that controlling influence includes 
the power to control as well as the ac- 
tual exercise of such power, that the 
phrase “controlling influence” does not 
necessarily mean that those exercising 
controlling influence must be able to carry 
their point, and that due process was not 
denied because the commission refused 
to direct the trial examiner to make an 
intermediate report. Public Service Corp. 
of New Jersey v. Securities and Ex- 
change Commission, 129 F(2d) 899. 


An injunction was issued to prevent 
enforcement of a commission order re- 


quiring a railroad to continue two pas- 
senger trains between certain cities, 
where the railroad had sustained losses 
in operating the trains and the cities were 
adequately served by busses and trucks 
operating over a highway paralleling the 
railroad tracks. Northern Pacific Rail- 
way Co. v. Board of Railroad Commis- 
sioners of Montana et al. 46 F Supp 340. 


A railroad tariff providing for refunds 
on reshipments after inbound shipments 
on another railroad line was held to be 
valid where such a refund was entirely 
absorbed by the railroad filing the tariff, 
did not affect outbound rates of connect- 
ing carriers, and resulted in the rail- 
road’s tariff being eventually the same 
as tariff of competing railroad which 
gave refunds on reshipments after in- 
bound shipments on their own lines. 
Columbus & Greenville Railway Co. ». 
United States et al. 46 F Supp 204. 


Note.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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RE JACKSONVILLE GAS COMPANY 


UNITED STATES DISTRICT COURT, SOUTHERN 
DISTRICT OF FLORIDA 


Re Jacksonville Gas Company et al. 


(— F Supp —.) 


(orporations, § 18 —Voting power — Stock lacking equity. 
1. An obvious inequity, within the meaning of § 11(b)(2) of the Hold- 
ing Company Act, 15 USCA § 79k(b)(2), exists when capital stock hav- 
ing no equity in the company exercises the entire voting power; voting 
power should be vested in the creditors who are the real owners, p. 196. 


Intercor porate relations, § 6 — Powers of Federal Commission — Holding com- 
pany system — Corporate structure — Operating company. 

2. The Holding Company Act by prohibiting [§ 11(b) (2), 15 USCA § 79k 
(b)(2)] the Securities and Exchange Commission from requiring a change 
in a subsidiary operating company’s corporate structure, except for the 
purpose of fairly and equitably distributing voting power, clearly implies 
that the Commission may require such change if it be for that purpose, 
p. 196. 


Corporations, § 10 — Powers of Federal Commission — Reorganization plan — 
Operating companies. 

3. The Securities and Exchange Commission, acting under § 11(b)(2) of 
the Holding Company Act, 15 USCA § 79k(b) (2), is authorized to read- 
just the corporate structure of an operating utility subsidiary of a holding 
company, even though a comprehensive internal reorganization, affecting 
all classes of security holders, as proposed in a plan submitted under § 11 
(b), is necessary to accomplish that end, if there is an intrinsic inequity in 
the distribution of voting power in the structure of the operating com- 
pany and the purpose of the proposed plan is to remedy that inequity, 
p. 196. 


Intercorporate relations, § 19.7 — Holding company regulation — Corporate struc- 
ture of operating subsidiary — Voting power — Overcapitalization. 
4. One comprehensive plan of reorganization of a subsidiary operating com- 
pany, including a reduction in fixed obligations (which will in turn restore 
value to capital stock), is not only desirable but essential when the voting 
power is inequitably distributed because exercised by capital stock having 
no equity in the company, which is due to the fact that the company is 
burdened with excessive fixed obligations, thus subjecting the company to 
the burden of supporting an overcapitalized structure as defined in § 1(b) 
(1) of the Holding Company Act, 15 USCA § 79a(b)(1); merely to 
distribute the old stock among present bond, debenture, and note holders 
would not effect an adequate cure, p. 197. 
Valuation, § 51.1 — Reorganisation purposes— Measures of value — Capitalisa- 
tion of earnings. 
5. Capitalization of earning power for the purpose of allocating new securi- 
ties upon reorganization is properly relied upon primarily in the valuation 
of assets, little weight being given to book value obviously inflated, p. 198. 
ms 193 45 PUR(NS) 
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Valuation, § 51.1 — Reorganization purposes — Capitalization of earnings 
Rates. 
6. Capitalization of the prospective earnings of a gas utility subsidiary z 
8 per cent (which would actually yield between 6.6 per cent and 5.9 per 
cent net after Federal taxes) was approved in a determination of value fy 
the purpose of allocating new securities upon reorganization, p. 198, 


Return, § 92 — Gas utility. 
7. A return of between 6.6 per cent and 5.9 per cent after all taxes fo, 
a gas utility was held to be fair, under existing conditions, based upon cur- 
rent normal market capitalization of earnings, as a smaller prospective re. 
turn on public utility stock of this character, with its well-known hazards, 
would unduly penalize the investor, p. 198. 


Mortgages, § 4 — Property subject to lien — State law controlling. 
8. What assets are free assets and what are subject to a mortgage on prop- 
erty of an operating subsidiary of a holding company is to be determined 
by the laws of the state where the property is situated, p. 199. 


Mortgages, § 4 — Property subject to lien — Accounts receivable. 
9. A mortgage lien is ineffective as to accounts receivable and they are 
properly classified as free assets in the reorganization of an operating sub- 
sidiary of a holding company, p. 199. 


Mortgages, § 4 — Assets subject to lien — Certificate of indebtedness — Stock, 
10. Investment securities, such as a certificate of indebtedness and stock in 
a management company, are not accounts receivable and free assets under 
a mortgage on property of an operating subsidiary of a holding company 
but are properties capable of being mortgaged and covered by the com- 
prehensive granting clause of a mortgage containing an after-acquired 
property clause, p. 199. 


Valuation, § 327 — Franchises. 
11. Franchises can have no existencc or value when severed from the fixed 
plant property, p. 199. 


Valuation, § 336 — Good will — Going concern value. 


12. Good will or “going concern” value can have no existence or value when 
severed from the fixed plant property, p. 199. 


Mortgages, § 4 — Assets subject to lien — Bank loan. 
13. A bank loan secured by an operating subsidiary of a holding company 
in the ordinary course of business to pay current taxes, which were a claim 
superior to those of unsecured creditors and later repaid, does not constitute 
a free asset not subject to the company’s mortgage lien; prepayment of 
the loan is not a recoverable preferential payment, p. 199. 


Mortgages, § 4 — Property subject to lien — Deductions as preferred claims. 


14. Current accounts payable for general operating expenses, tax claims 
(exclusive of real estate taxes and contingent Federal income tax liability), 
and customers’ deposits for meter service, extension of mains, etc., are 
properly deducted from gross free assets under a mortgage lien on property 
of an operating subsidiary of a holding company as preferred claims against 
those assets, p. 200. 


Corporations, § 22 — Reorganization — Participation — Customer’s deposits. 
15. Customers who have made cash deposits for meter installation, exten- 
45 PUR(NS) 194 
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RE JACKSONVILLE GAS COMPANY 


sion of mains, etc., are entitled to repayments thereof when service is dis- 
continued, or at some other fixed time, and while these claims are perhaps 
not in all respects a technical trust fund, they are entitled to priority of pay- 
ment out of free assets of an operating subsidiary of a holding company in 
reorganization as against unsecured creditors, p. 201. 
Corporations, § 22 — Reorganization — Participation. 

16. Debenture and note holders, as junior creditors, are entitled to participate 
in a distribution of assets of an operating subsidiary of a holding company 
in reorganization only to the extent that there are free assets not subject 
to the mortgage lien when the value of the company’s total assets is less 
than the amount of the company’s secured debt with accrued interest, 


p. 201. 
[September 22, 1942.] 


PPLICATION for order pursuant to § 11(e) of the Holding 
A Company Act to enforce plan of reorganization promul- 
gated by Securities and Exchange Commission; plan approved. 
For Commission decision see 45 PUR(NS) 65. 
> 
Strum, D. J.: 


This is an applica- As of December 31, 1941, the com- 


tion by the Securities and Exchange 
Commission, at the request of Jack- 
sonville Gas Company, for an order 
pursuant to § 11(e) of the Public Util- 
ity Holding Company Act of 1935, 15 


USCA § 79k(e), to enforce and carry 
out a plan of reorganization hereto- 
fore promulgated by the Commission 
to eliminate existing inequity and un- 
fairness in the present distribution of 
voting power among the security 
holders of said company. The Com- 
mission has found said plan to be fair 
and equitable, and necessary to effec- 
uate the provisions of § 11(b) of the 
act. 

Jacksonville Gas Company is an op- 
erating utility, serving Jacksonville 
and vicinity. It is not a holding com- 
pany. Fifty per cent of its voting cap- 
ital stock is owned by American Gas 
& Power Company, a registered pub- 
lie utility holding company. The 
Jacksonville Gas Company is there- 
fore a subsidiary of American Gas & 
Power Company. Section 2(a) (8) 
(A), 15 USCA § 79b(a)(8)(A). 
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pany’s total long-term debt aggregat- 
ed $5,498,231 ;* there was outstanding 
capital stock aggregating $50,196 par 
value ; and the company carried a book 
surplus (capital and earnings) of 
$613,130. This produces a total cap- 
italization and book surplus of $6,- 
161,557. 


As of December 31, 1941, the book 
value of plant and equipment was $6,- 
207,250, but that figure far exceeds 
actual value. The present value of the 
company’s assets ($2,625,000), here- 
inafter discussed, demonstrates that 
in fact its fixed liabilities (exclusive 
of capital stock) greatly exceed the 
fair value of its assets. Its present 
debt structure, originally created on 
the basis of a greatly inflated plant 
valuation, now imposes interest re- 
quirements far in excess of the com- 
pany’s earning power. In 1935 the 
company underwent a 77-B reorgani- 





1Made up as follows: First mortgage 
bonds, principal, $3,490,000; accrued condi- 
tional interest thereon, $441,925; income 
debentures, $1,404,000; income notes, $162,306. 
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zation, the primary result of which 
was to reduce the fixed interest rate 
on its then outstanding bonds, and to 
make part of its interest requirements 
upon said bonds, and all the interest 
upon its debentures and income notes, 
conditional upon earnings. Principal 
of these obligations was not reduced. 
Since that time the company’s earn- 
ings* have been sufficient to meet fixed 
interest charges on the bonds, but rel- 
atively little has been available for con- 
ditional interest after providing for 
sinking-fund requirements and essen- 
tial plant extensions in accordance 
with the 1935 reorganization plan. 
Fixed interest on bonds at 3 per cent 
has been paid to December 31, 1941, 
but only $90,000 (approximately) has 
been paid on, or available for, condi- 
tional interest since 1935.8 No inter- 
est has been paid upon debentures or 
income notes, and of course there have 
been no stock dividends. 

[1] The present capital stock ob- 
viously has no equity in the company. 
Yet the holders of this stock now ex- 
ercise the entire voting power—an ob- 
vious inequity within the meaning of 
§ 11(b)(2) of the act. The voting 
power should be vested in the credi- 
tors, who are now the real owners. 

[2, 3] Certain debenture holders 

2The company’s gross income, comprised 


of net operating revenue, plus total other in- 
come, but before Federal income taxes, has 





Average for 6 years, ending 1941 .. $191,145 


8As of April 30, 1942, the company owed, 
on first mortgage bonds, fixed interest of $43,- 
625, and conditional cumulative interest of ap- 
proximately $465,263. 
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contend that since the Jacksonville Gas 
Company is an operating utility, not 
holding company, the Commission has 
no power to alter its corporate struc. 
ture as proposed in the plan under con- 
sideration, involving as it does a com. 
prehensive internal reorganization, af- 
fecting all classes of security holders, 
Section 1(b)(1) of the act, 15 
USCA § 79a(b) (1), declares that the 
national public interest, and the inter- 
ests of investors in securities of hold- 
ing companies “and their subsidiary 
companies,” are or may be adversely 
affected when “such securities are is- 
sued upon the basis of fictitious or ur- 
sound asset values having no fair re- 
lation to the sums invested in or the 
earning capacity of the properties,” 
and when securities are issued “by a 
subsidiary public utility company un- 
der circumstances which subject such 
company to the burden of supporting 
an overcapitalized structure. 4 
Section 1(c) declares it to be the poli- 
cy of the act, in accordance with which 
ail the provisions of the act shall be in- 
terpreted, “to meet the problems and 
eliminate the evils” above stated. 


Section 11(a) of the act makes ita 
duty of the Commission to examine 
the corporate structure ‘of every reg- 
istered holding company and subsid- 
tary company thereof” (italics sup- 
plied) to determine “the extent to 
which the corporate structure of such 
holding-company-system and the com- 
panies therein may be simplified 
(and) voting power fairly and equita- 
bly distributed among the holders of 
securities thereof, appropriate 
to the operations of an integrated pub- 
lic utility system.” This language 
“registered holding company and each 
subsidiary thereof” follows through 
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gveral provisions of § 11(b), and 
fnally in § 11(b)(2) is found this 
provision : “Except for the purpose 
of fairly and equitably distributing 
voting power among the security hold- 
es of such company, nothing in this 
paragraph shall authorize the Com- 
mission to require any change in the 
corporate structure or existence of any 
company which is not a holding com- 
pany, or of any company whose prin- 
cipal business is that of a public utility 
company.” 

When the act says that the Commis- 
sion is not authorized to require any 
change in the corporate structure of an 
operating utility, “except for the pur- 
pose of fairly and equitably distribut- 
ing voting power among the security 
holders of such company,” it clearly 


implies that the Commission may re- 
quire such change if it be for that pur- 
pose. Else, why was the quoted ex- 


ception included in the act? If Con- 
gress intended to withhold such power, 
that intent would have been evidenced 
beyond debate by simply omitting the 
quoted exception. Its inclusion in the 
act must be given appropriate signifi- 
cance and weight. 

The act contemplates that ordinarily 
the fair and equitable distribution of 
voting power in a holding company 
system may be accomplished by ad- 
justments in the corporate structure 
of the holding companies themselves, 
rather than in the operating compa- 
nies. But where, as here, intrinsic in- 
equity in the distribution of voting 
power is found in the structure of an 
operating company, and the purpose of 
a proposed plan is to remedy that in- 
equity, the above quoted language, 
when given its proper perspective in 
the whole act, authorizes the Commis- 
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sion to appropriately readjust the cor- 
porate structure of that particular op- 
erating utility, even though a compre- 
hensive internal reorganization, affect- 
ing all classes of security holders, is 
necessary to accomplish that end. 

[4] That this is so becomes clearly 
apparent here. Under its present cor- 
porate structure, the company’s vot- 
ing power is inequitably distributed be- 
cause exercised by capital stock having 
no equity in the company. This, in 
turn, is due to the fact that the com- 
pany is now burdened with excessive 
fixed obligations, thus subjecting the 
company “‘to the burden of supporting 
an overcapitalized structure,” defined 
in § 1(b)(1) of the act as one of the 
evils which may be eliminated thereun- 
der. It is obvious that fixed obliga- 
tions must be reduced in order to in- 
ject value into the stock. It therefore 
seems not only desirable, but essential, 
that both problems be solved by one 
comprehensive plan of reorganization 
which includes a reduction in fixed ob- 
ligations, which will in turn restore 
value to the capital stock. Otherwise, 
the voting power would still be exer- 
cised by stock which represents no 
equity in the company. To merely dis- 
tribute the old stock among present 
bond, debenture and note holders 
would not effect an adequate cure, as 
this old stock might pass on to other 
ownership, thus perpetuating the pres- 
ent inequity of distribution. 

Moreover, enforcement of the pro- 
posed plan will deprive the holding 
company, American Gas & Power 
Company, of its present control of 
Jacksonville Gas Company, and thus 
the ultimate effect of the proposed 
plan will extend into and affect the 
holding company itself. 
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The plan contemplates that a new 
corporation be formed, to acquire all 
the assets of the present company and 
to assume all its obligations except the 
presently outstanding first mortgage 
bonds, income debentures, and income 
notes. As consideration for the assets 
so acquired, the new corporation will 
issue to the present company new first 
mortgage 5 per cent bonds in the prin- 
cipal amount of $1,745,000 (50 per 
cent of the present principal) plus 36,- 
448 shares of common stock (par val- 
ue of $25 per share) carrying the vot- 
ing power of the new corporation. 
These new securities would be dis- 
tributed by the present company to its 
security holders, in satisfaction of 
their present claim against the old com- 
pany, as follows: 


All the new bonds and 34,900 shares 
(95.76 per cent) of the new stock to 
the present first mortgage bondhold- 
ers at the rate of $500 principal 
amount of new bonds, and 10 shares 
of new stock, plus $12.50 in cash,* for 
each principal amount of old first 
mortgage bonds. The remaining 1,- 
548 shares (4.24 per cent) of the new 
stock would be distributed to the pres- 
ent holders of debentures and income 
notes at the rate of one share of stock 
for each $1,000 principal amount of 
present debentures and notes. Noth- 
ing to the old stockholders, who would 
be eliminated. Upon thus distributing 
the new securities, the old company 
would surrender its charter and be dis- 
solved. 


Thus the present first Mortgagg 
bondholders, as a class, and the presen 
debenture and note holders, as a class 
would own the new stock in the pro 
portion of 95.76 per cent to 4.24 peg 
cent, respectively. First mortgag, 
bondholders receive 50 per cent of the 
principal of their present bonds in ney 
bonds, plus $12.50 in cash per $1,004 
of old bonds. Present debentures and 
income notes, as such, are eliminated 
and new stock substituted therefor a 
above stated.® 

[5-7] The plan seems satisfactor 
to the present first mortgage bondhold 
ers. Principal opposition comes fro 


debenture and income note holders, and 


the trustees of the former, who assert 
(a) that the Commission erred in its 
valuation of the company’s assets, and 
also in adopting 8 per cent as a basis 
for capitalization of earning power 
(b) that certain assets determined by 
the Commission to be subject to the 
first mortgage are really “free” assets 
in which debenture and note holders 
should participate; (c) that certain 
customer deposits treated by the Com- 
mission as a preferred claim against 
free assets, are not in fact such, bu 
are subject to distribution as free as- 
sets; and (d) that debenture and note 
holder’s ratio of participation in 
“free” assets has been improperly de- 
termined. 

The Commission explored four ap- 
proaches to the question of value: 

First: Book value, which was giv- 
en little weight because this value was 





4 The cash payment covers fixed interest on 
old bonds accrued and unpaid up to April 30, 
1942, 

5 Present debentures and income notes are 
unsecured, Old first mortgage bonds are se- 
cured by a first lien upon all property of the 
company, real, personal, and mixed, including 
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after-acquired property, and by a purported 
lien upon the income, revenues, receipts, gas 
ren‘s, contracts, leases, claims, accounts, choses 
in action, and contract rights of the company. 
The new first mortgage bondholders would be 
secured by a new first lien on all the property 
of the new company capable of being thus 
mortgaged. 
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obviously inflated and the reserve ac- 
count for retirements and replacements 
entirely inadequate. 

Second: Reproduction cost, a con- 
sideration of which led to an indicated 
value of $3,534,960, after deprecia- 
tion. 

Third: Original cost, less deprecia- 
tion, which the Commission estimated 
to be $2,961,171. (Cf. Federal Pow- 
ep Commission v. Natural Gas Pipe- 
line Co. [1942] 315 US 575, 86 L ed 
—,42 PUR(NS) 129, 62 S Ct 736.) 

Fourth: Capitalization of earning 
power, now a recognized method of 
determining value for the purpose of 
allocating new securities upon reorgan- 
ization. Consolidated Rock Products 
y. DuBois (1941) 312 US 510, 85 
L ed 982, 61 S Ct 675. In its ulti- 


mate determination of value, the Com- 
mission relied primarily upon this 
method, adopting $210,000 as prospec- 


tive gross annual income of the new 
company, before Federal taxes, and 
upon this income, capitalized at 8 per 
cent, reached a valuation of $2,625,- 
000. This rate of return (8 per cent) 
will actually yield between 6.6 per cent 
and 5.9 per cent net, after Federal 
taxes, depending upon the outcome of 
pending tax bills. 

The court concurs with the Com- 
mission in its basis of computation 
and in its determination of value. A 
prospective gross income (net operat- 
ing revenue, plus other income) of 
$210,000, before Federal taxes, seems 
prudent in the circumstances, making 
due allowance for prospective increased 
patronage. (See Note 2 supra.) A 
teturn of between 6.6 per cent and 5.9 
per cent, after all taxes, for public 
utilities of this character, is a fair re- 
turn under present conditions, based 
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upon current normal market capital- 
ization of earnings. A smaller pro- 
spective return on public utility stock 
of this character, with its well-known 
hazards, would unduly penalize the in- 
vestor. The court approves this valu- 
ation of $2,625,000, which is about 
$300,000 less than depreciated original 
cost, and deems it to adequately cover 
allowances for intangible values to the 
extent here merited. 

[8-13] The Commission deter- 
mined the following to be free assets, 
not subject to the mortgage lien: 
Cash, special deposits and accounts 

receivable (exclusive of customer’s 
meter deposits) 

Material and supplies (appliances for 
resale, Butane gas, production ma- 
terial, gasoline, oil, etc.) 

Prepayment by customers .......... 


$96,471 


76,300 
4,175 


Gross Free Assets 


The Commission held the following 
to be subject to the mortgage, the de- 
benture and note holders contending 
that they should have been included 
as free assets: 

Materials and supplies (residuals— 

tar; pipe and fittings; repair ma- 

terials) 

Investment securities (certificate of in- 
debtedness of American Gas & Pow- 

er Company, face value, $63,534, 

and stock in Public Utility Man- 

agement Company, wholly owned 

by American Gas & Power Compa- 

ny, face value, $1,900) estimated ec- 

tua] value of both 


Which are free assets, and which 
are subject to the mortgage, is to be 
determined by the laws of Florida 
where the property is situate. Thomp- 
son v. Fairbanks (1905) 196 US 516, 
49 L ed 577, 25 S Ct 306; Pintsch 
Compressing Co. v. Buffalo Gas Co. 
(1922) 280 Fed 830. Cf. Erie R. Co. 
v. Tompkins (1938) 304 US 64, &2 
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L ed 1188, 58 S Ct 817, 114 ALR 
1487. 

In Florida, an after-acquired prop- 
erty clause in a general mortgage is 
enforceable, and is superior to a sub- 
sequent chattel mortgage on the same 
personalty. Hyman v. City Trust Co. 
(1930) 99 Fla 1202, 128 So 611; 
Central Farmers’ Trust Co. v. Mc- 
Campbell (1937) 128 Fla 60, 174 So 
748. Under the above authorities, the 
Commission made a correct segrega- 
tion of assets. Its findings are con- 
sistent with Benedict v. Ratner 
(1925) 268 US 353, 69 L ed 991, 
45 S Ct 566, which holds a mortgage 
lien ineffective as to accounts re- 
ceivable. These have here been clas- 
sified as “free” assets. The above- 
mentioned certificate of indebtedness 
and Public Utilities Management 


Company stock are not receivables, 
but are properties capable of being 


mortgaged, and are clearly covered 
by the comprehensive granting clause 
of the mortgage, as held by the Com- 
mission. The doctrine of Benedict v. 
Ratner does not extend to these. They 
are in no sense current assets. United 
States Mortg. & Trust Co. v. Chicago 
A. R. Co. (1930) 40 F(2d) 386, 391; 
Guaranty Trust Co. v. Atlantic Coast 
Electric R. Co. (1905) 138 Fed 517. 

The debenture holders contend that 
franchises and good will or “going 
concern” value should be included in 
the free assets. Aside from the fact 
that these are specifically covered by 
the mortgage, these items can have no 
existence, nor value, when severed 
from the fixed plant property. 

Also untenable is the contention that 
a bank loan to the company in Decem- 


ber, 1941, and repaid in March, 1942, 
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constitutes a free asset. This bank 
loan was secured in ordinary course of 
business during a “lean” period, with 
which to pay current taxes, which were 
a claim superior to those of unsecured 
creditors. Prepayment of the loan js 
not a recoverable preferential payment 
within the meaning of § 612.45, Fla. 
Stats. 1942, § 6569, C. G. L. 1927. 
[14] From the gross free assets, 
aggregating $176,946, the Commis. 
sion deducted the following (aggregat- 
ing $129,733) as preferred claims 
against those assets, thus producing a 
net free asset value of $47,213, to 
which debenture holders object: 


Current accounts payable for general 
operating expenses 

Tax claims (exclusive of real estate 
taxes and contingent Federal in- 
come tax liability) 

Customer’s deposits for meter service, 
extension of mains, etc. ........ 


$14,400 


These deductions are justified. Cur- 
rent accounts payable for gas making 
materials, labor, and ordinary expense 
necessary to a continued operation of 
the public service functions of the com- 
pany for a reasonable period (usually 
six months) are entitled to preferen- 
tial payment out of free assets. 
Pintsch Compressing Co. v. Buffalo 
Gas Co. supra; Crane Co. v. Fidelity 
Trust Co. (1916) 238 Fed 693; Penn- 
sylvania Steel Co. v. New York City 
R. Co. (1914) 216 Fed 458, 471. The 
mortgaged property can be subjected 
to such claims only to the extent that 
income has been diverted from their 
payment to the benefit of mortgaged 
creditors, which does not here appear. 
Guaranty Trust v. Albia Coal Co. 
(1929) 36 F(2d) 34. 

The Commission made no deduction 
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for local real estate taxes, which are a 
charge against the mortgaged proper- 
ty. Federal income taxes, and other 
taxes enforceable in personam, are en- 
filed to priority over unsecured 
daims, even if also enforceable against 
mortgaged assets. First National 
Bank v. Proctor (1930) 40 F(2d) 
$41; Fidelity & Casualty Co. v. Massa- 
chusetts Mut. Life Ins. Co. (1935) 
74F(2d) 881. Cf. Ormsbee v. Unit- 
ed States (1928) 23 F(2d) 926. The 
total sum of these deductions was quite 
fair to secured creditors, as it does not 
include an additional $40,269 income 
tax liability asserted against the com- 
pany, which liability has now been 
settled by payment of approximately 
$29,000, according to counsel’s state- 
ment at the argument, though this is 
not formally in evidence. Nor does it 
include anything for expenses in this 
reorganization. 

[15] Pursuant to the company’s re- 
quirements, its customers have made 
cash deposits for meter installations, 
extension of mains, etc., aggregating 
$99,665. These depositors are enti- 
tled to repayment thereof when serv- 
ice is discontinued, or at some other 
fixed time. While perhaps not in all 
respects a technical trust fund, these 
claims are clearly entitled to priority 
of payment out of free assets as 
against unsecured creditors. 

[16] As the value of the compa- 
ny’s total assets ($2,625,000) is less 
than the amount of the company’s se- 
cured debt, with accrued interest (ap- 
proximately $4,007,713, as of May 31, 
1942), debenture and note holders, as 
Junior creditors, are entitled to partici- 
pate in a distribution of assets only to 
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the extent that these are “free” assets 

not subject to the mortgage lien. Case 

v. Los Angeles Lumber Products Co. 

(1939) 308 US 106, 84 L ed 110, 60 

S Ct 1; Consolidated Rock Products 

v. DuBois (1941) 312 US 510, 85 L 

ed 982, 61 S Ct 675. 

The extent to which debenture and 
note holders, as junior creditors, 
should participate in the free assets, 
was thus determined by the Commis- 
sion: 

Totai claim of bondholders, with 
accrued interest, fixed and al 
tional, as of May 31, 1942, 

Less 

Value of mortgage lien—( bye bd 


ue of all property, $2,625 
less net free assets of $47, a 


. $4,007,713 


2,577,787 


Deficiency claim of bondholders 
against free assets 


As of May 31, 1942, the claims 
against free assets of unsecured cred- 
itors affected by the plan were: 


$1,429,9268 


$1,404,000 


35,100 
162,306 


$1,601,406 


Income debentures (principal) .... 
6% conditional interest from Jan. 1, 
1942, to May 31, 1942 .......00. 


Income notes (principal only) .... 


Total junior claims 


On this basis, the relative participa- 
tion of these two groups in the $47,- 
213 of free assets would be: 


$1,429,926 bondholders’ deficiency, 47.2% or 
28 


2,285. 
$1,601,406 debentures and notes, 52.8% or 
$24,928. 


Accordingly, it appears that the de- 
benture and note holders should ap- 
propriately participate in the equity of 
the new company, represented by the 





8 If the mortgaged property were sold under 
foreclosure, it is by no means certain it would 
bring the full value of $2,577,787. If it did 
not, the bondholders’ deficiency claim would 
be increased. 


45 PUR(NS) 





UNITED STATES DISTRICT COURT 


new stock. That participation is thus 


determined : 

Total value of company’s assets .. $2,625,000 
Less 

New bond 

Cash to o 





Value of equity repre- 

sented by new common 
$836,375 
Debenture and note holders are 
therefore entitled to share in the new 
equity in the ratio of $24,928 to $836,- 
375, or a trifle less than 3 per cent. 
Nevertheless, for the purpose of avoid- 
ing fractional shares in the new cor- 
porate stock, these unsecured credi- 
tors are given a participation in the 
new stock equal to 4.24 per cent of the 
new equity, or approximately $35,462, 
instead of the value of $24,928 (ap- 
proximately 3 per cent), to which they 
are strictly entitled under the foregoing 
computation. Or, to employ another 
basis of computation, the value of free 
assets to which debenture and note 
holders are entitled on the basis of the 
above calculation, is 0.95 per cent of 
the total value of the enterprise ($2,- 
625,000), while the amount of new 
stock they will actually receive is equal 
to 1.35 per cent of such value. Or if 
still another test is used: 52.8 per cent 
of the $47,213 of free assets, to which 
debenture and note holders are strictly 


entitled, is $24,928. Yet they will ac. 
tually receive a stock participation of 
$35,462, which is approximately 75 
per cent of the value of free assets. 
This advantage to the debenture and 
note holders is in a practical sense off- 
set by the payment in cash to bond- 
holders of fixed interest down to April 
30, 1942. 

The net result of the proposed plan 
is to revitalize the voting capital stock 
by reducing the presently excessive 
fixed obligations. This establishes a 
value for capital stock, and at the same 
time brings fixed charges within the 
range of the company’s earning pow- 
er. The new stock is distributed 
among the present bond, debenture 
and note holders, where it equitably 
belongs. As American Gas & Power 
Company owns none of the present 
bonds, debentures or notes, it will re- 
ceive none of the new stock, and is 
thus deprived of its present control of 
Jacksonville Gas Company. 

Eliminating hyper-technical consid- 
erations, and viewing the matter ina 
practical aspect, the court, feeling that 
practical and substantial justice has 
been accorded all parties, approves the 
revised plan submitted by the Commis- 
sion as fair, equitable, and appropriate 
to effect the provisions of § 11(b). 
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DETROIT v. PANHANDLE EASTERN PIPE LINE CO. 


FEDERAL POWER COMMISSION 
City of Detroit, Michigan, et al. 


Panhandle Eastern Pipe Line Company 
et al. 


[Docket No. G-200.] 


Re Panhandle Eastern Pipe Line Company 


et al. 


[Docket No. G-207.] 
[Opinion No. 80.] 


Rates, § 13.2 — Powers of Federal Commission — Interim order. 


1. The Federal Power Commission may, upon a proper record, enter an 
interim order in rate proceedings under the Natural Gas Act, p. 207. 


Valuation, § 39 — Rate base determination — Reproduction cost. 
2. Reproduction cost need not be estimated in determining the rate base 
of a natural gas company pursuant to § 6(a) of the Natural Gas Act, 15 
USCA § 717e(a), when cost records are complete and maintained in ac- 
cordance with recognized accounting practice, p. 208. 


Valuation, § 36 — Rate base determination — Actual legitimate cost. 
3. The rate base of a natural gas company under § 6(a) of the Natural 
Gas Act, 15 USCA § 717e(a), is the actual legitimate cost of the prop- 
erty used and useful in furnishing the service, less existing depreciation, 
plus working capital necessary to render service, p. 208. 


Valuation, § 409 — Evidence — Reproduction cost. 
4. Reproduction cost estimates are properly excluded as evidence of the- 


rate base of a natural gas company determined under § 6(a) of the Natural 
Gas Act, 15 USCA § 717e(a), p. 208. 

Valuation, § 324 — Contracts. 
5. Gas sales and purchase contracts originally secured at no cost and subse- 
quently transferred to a natural gas company, upon the books of which a 
purported value therefor is recorded, must be excluded as representing a 
write-up in arriving at actual legitimate cost of plant, p. 210. 

Expenses, § 37 — Amortization of write-up — Contracts. 
6. Annual amortization of a write-up representing gas sales and purchase 
contracts, secured at no cost and subsequently acquired by a natural gas 
company, should be excluded from operating expenses, p. 210. 
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Valuation, § 104 — Accrued depreciation — Reserve as measure. 
7. A depreciation reserve represents the best measure of depreciation exist. 
ing in the property and should be deducted from gross cost in the rate base 
determination, where reasonable and proper depreciation accounting prac. 
tices have been observed, p. 211. 


Valuation, § 313 — Working capital — Natural gas company. 
8. Working cash capital of a natural gas company was fixed at an amount 
equal to forty-five days of actual total operation and maintenance expense, 
excluding cost of gas purchased, p. 212. 


Valuation, § 293 — Working capital — Exclusion of gas costs. 
9. No allowance should be included in working capital of a natural gas com- 
pany for the cost of gas when the company pays for gas at about the same 
time in each month as revenues from gas sales are collected, p. 212. 


Valuation, § 300 — Materials and supplies — Inventory. 


10. Allowance for materials and supplies of a natural gas company should 
represent the actual inventory on hand rather than a larger amount including 
materials and supplies on order and estimated to be ordered during a sub- 
sequent period without any deduction for materials and supplies issued and 
used during that period, p. 212. 


Valuation, § 290 — Working capital — Line pack — Cash for emergencies — 
Minimum bank balances. 

11. No separate allowance should be made in cash working capital for items 
of line pack, cash for emergencies, and minimum bank balances, when the 
company has capitalized in plant accounts amounts for line pack in excess 
of the sum separately claimed for that item as working capital and amounts 
accrued for taxes are more than sufficient to cover cash required for emer- 
gencies and minimum bank balances, p. 213. 


Valuation, § 338 — Going concern value — Development cost. 


12. No allowance should be made for going concern value representing 
carrying costs on that portion of natural gas plant idle pending development 
of business when this consists of a portion of operating expenses, bond in- 
terest, and ad valorem taxes recouped through past rates and charges, par- 
ticularly where the failure to attain sales capacity during the development 
period was not due to initial difficulties in securing patronage, but was be- 
cause of the refusal of a holding company to permit the company to sell gas 
in competition with other subsidiaries and in territory considered as lying 
within the sphere of influence of other holding company interests, p. 213. 


Valuation, § 352 — Going concern value — Payments to customers — Contribu- 
tions to customers. 


13. No allowance should be made for going concern value of a natural gas 
company representing “payments to utility customers” and “contributions 
to customers,” consisting principally of reimbursements to distributing con- 
panies for expense incurred in the changeover from artificial to natural 
gas and in promoting sales, a part of which has been recovered through past 
operating expenses and the balance included in the allowed book cost of 
plant, p. 213. 


Valuation, § 330 — Going concern value — Value of contract. 
14. No allowance should be made for going concern value representing value 
of gas purchase contracts, being the purported present value of future sav- 
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ings anticipated in the purchase of gas under certain advantageous con- 
tracts, p. 213. 


Valuation, § 224 — Construction work in progress. 
15. Construction work in progress is not properly included in the rate base 
when consideration is not given to the additional revenues to be obtained 
from the territory to be served by the facilities under construction, p. 214. 


Valuation, § 225 — Future capital expenditures. 
16. Future capital expenditures must be excluded from the rate base, 
p. 214. 

Return, § 7 — Basis — Capitalization — Property cost. 
17. A natural gas company is not entitled to a return on total capitalization 
as represented by the principal amounts of outstanding securities including 
surplus, since it is entitled to a fair and reasonable return upon the actual 
legitimate cost of property devoted to the public service, less existing depre- 
ciation, plus a reasonable allowance for working capital, and no more, 
p. 215 

Return, § 101 — Wholesale natural gas company . 
18. A return of 64 per cent was held to be fair and liberal upon the rate 
base of a wholesale natural gas company exceptionally free from serious 
business hazards and able to raise considerable capital at low cost, p. 215. 


Expenses, § 91 — Rate case expense. 


19. Rate case expense was excluded from the operating expenses of a 
natural gas company found to be charging excessive rates, p. 216. 


Expenses, § 10 — Test period. 
20. The latest calendar year was held to be the most reliable guide for the 
future in determining operating expenses of a natural gas company, in view 
of changing economic conditions and rapidly expanding business, p. 216. 


Expenses, § 114 — Future tax increases — Effect of future revenue increases. 
21. No allowance was made for future increases in Federal income and 
excess profits taxes where it appeared that increases in revenue would more 
than offset all increases in expenses and taxes, p. 217. 


§ 199 — Unit for rate making — Classes of service — Resale service — In- 
dustrial customers. 

22. The entire business of a natural gas company is properly treated as a 
unit, without allocation between sales for resale and direct sales to a number 
of industrial customers on an interruptible basis and at prices fixed in com- 
petition with other fuels, when it is not shown that the direct industrial 
sales are so distinct and separate from the general wholesale business that 
the two cannot be considered together, p. 218. 


Expenses, § 114 — War taxes. 
Announcement of policy of Federal Power Commission of allowing as op- 
erating expenses during a war emergency period only such taxes as may 
be termed ordinary or normal, p. 219. 


[September 23, 1942.] 


OTIONS for immediate order reducing natural gas rates 
pending further investigation; rate reductions ordered. 
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APPEARANCES: Paul E. Krause and 
James H. Lee, for the city of Detroit, 
Michigan; William E. Dowling and 
Harold Goodman, for the county of 
Wayne, Michigan; Glenn W. Clark, 
D. H. Culton, Robert E. May, and 
Carl I. Wheat, for the respondents; 
Milton C. Baldridge and Charles S. 
Porritt, for respondent Michigan Gas 
Transmission Corporation; James W. 
Williams, for the Michigan Public 
Service Commission; Park Chamber- 
lain, Henry A. Montgomery, and A. 
V. McRee, for the Michigan Consoli- 
dated Gas Company; Harry S. Litt- 
man, for the Federal Power Commis- 
sion. 


Scott, Commissioner: The issues 
now before us in these proceedings are 
raised by motions for an immediate 
order reducing natural gas rates pend- 
ing further investigation. 

On February 28, 1941, the city of 
Detroit and the county of Wayne, 
Michigan, filed a petition with this 
Commission alleging that the rates and 
charges of Panhandle Eastern Pipe 
Line Company’ and Michigan Gas 
Transmission Corporation? for natural 
gas sold to Michigan Consolidated Gas 
Company® for resale in that city and 
county are unjust, unreasonable, and 
unduly discriminatory. On May 22, 
1941, the Commission, on its own mo- 
tion, instituted an investigation of all 
the interstate wholesale natural gas 
rates and charges of Panhandle Fast- 
ern and Michigan Gas. The two pro- 
ceedings were consolidated for pur- 


poses of hearing. The Michigan Pyb. 
lic Service Commission and Michigan 
Consolidated were permitted to inter. 
vene. On March 26, 1942, the Com. 
mission enlarged the investigation to 
include the Illinois Natural Gas Com. 
pany.* 

Hearings were begun on July 15, 
1941, and continued thereafter from 
time to time through eighty-four days 
until April 23, 1942, when our trial 
examiner adjourned the hearings pend- 
ing disposition by the Commission of 
the pending motions for an immediate 
order reducing rates filed by the com- 
plainants, Michigan Consolidated and 
counsel for this Commission. The 
record comprises 10,774 pages of 
transcript of the proceedings and 267 
exhibits, consisting largely of the re- 
spondents’® presentation on direct, 
cross-examination thereon, and rebut- 
tal evidence. 

The complainants offered one wit- 
ness in support of their petition. The 
respondents offered twenty-four wit- 
nesses who presented a complete rate 
case including, among other matters, 
evidence of operations, revenues, ex- 
penses, book cost and original cost of 
their properties, “going concern val- 
ue,” working capital, gas reserves, de- 
preciation, rate of return, future capi- 
tal expenditures, and allocation of 
costs. Counsel for the Commission 
called five witnesses whose testimony 
related principally to depreciation, a 
write-up, historical earnings on aver- 
age net investment, working capital, 
rate of return, and allocation of costs. 





1 Hereinafter referred to as “Panhandle 
Eastern.” 

2 Hereinafter referred 
Gas.” 

8 Hereinafter 


Consolidated.” 
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to as “Michigan 


referred to as “Michigan 


4 Hereinafter referred to as “Illinois Nat- 
ural.” 

5 Panhandle Eastern, Michigan Gas and 
Illinois Natural are hereinafter sometimes 
referred to collectively as the “respondents. 
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The interveners presented no witness- 
es, The witnesses were tendered to 
all parties for cross-examination and 
full opportunity was given to present 
rebuttal evidence. Exhaustive briefs 
have been filed by the parties fully ar- 
guing the issues raised by the motions. 

The complainants contend that the 
respondents’ rates should immediately 
be reduced by $6,800,479 per annum; 
Commission counsel seeks a reduction 
of at least $5,580,887; and Michigan 
Consolidated urges a reduction of $5,- 
489874. The respondents deny that 
their rates and charges are unjust and 
contend that the motions should be 
denied. 

Jurisdiction 

No question has been raised con- 
cerning the Commission’s jurisdiction 
over the respondents’ rates and 
charges for the transportation and sale 
in interstate commerce of natural gas 
for resale, and the respondents admit 
that they are “‘natural-gas companies” 


within the purview of the Natural Gas 
Act. 


Authority for Interim Order 


[1] It has been clearly established 
by the Supreme Court of the United 
States in the Natural Gas Pipeline 
Company of America Case® that this 
Commission may, upon a proper rec- 
ord, enter an interim order in rate 
proceedings under the Natural Gas 
Act. 


In the instant proceedings respond- 
ents have been given full opportunity 
to present all the evidence they desired 
to adduce, and to cross-examine the 





§ Federal Power Commission v. Natural 
Gas Pipeline Co. of America (1942) 315 US 
, 86 L ed —, 42 PUR(NS) 129, 62 S Ct 
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witnesses offered by the complainants 
and Commission’s counsel. Indeed, 
respondents’ counsel stated at the con- 
clusion of all the testimony now con- 
tained in the record that they had no 
further evidence to offer, and that they 
had not been denied the opportunity 
to present additional testimony. In 
their brief, respondents’ counsel state 
that full and complete evidence has 
been presented dealing with those ele- 
ments which this Commission has here- 
tofore deemed appropriate for con- 
sideration in proceedings such as these. 
The record is voluminous and compre- 
hensive, touching those matters usual- 
ly deemed relevant in the rate-making 
process. It cannot be gainsaid that 
the respondents have had a full and 
complete hearing. Thus, it appears 
that the record is ripe for a determina- 
tion of the substantive aspects of the 
problem posed by the motions. 


Ownership, Control and Description 
of Respondents’ System 


The respondent, Panhandle Eastern, 
a Delaware corporation, has outstand- 
ing 807,367 shares of common stock 
owned beneficially as follows: 404,- 
326 shares (50.1 per cent) by Colum- 
bia Oil & Gasoline Corporation, a sub- 
sidiary of Columbia Gas & Electric 
Corporation; 339,475 shares (42 per 
cent) by Missouri-Kansas Pipe Line 
Company; and 63,566 shares by the 
public. All the outstanding securities 
of respondent, Michigan Gas, a Dela- 
ware corporation, and respondent, IIli- 
nois Natural, an Illinois corporation, 
are owned by Panhandle Eastern. 
The respondents are operated as a 
single system for the production, gath- 
ering, transportation, and sale in in- 
terstate commerce of natural gas, prin- 
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cipally for resale, and it is not contro- 
verted that the separate corporate en- 
tities may be disregarded. 

Panhandle Eastern produces, pur- 
chases, and gathers natural gas in the 
Amarillo field of the Texas Panhandle 
and in the Hugoton field in southwest- 
ern Kansas. This gas is transported 
to markets along Panhandle Eastern’s 
main transmission line which extends 
for a distance of about 860 miles from 
a point in Moore county, in the Texas 
Panhandle, through the states of Okla- 
homa, Kansas, Missouri, and Illinois, 
to a point near Dana, Indiana, adja- 
cent to the Illinois-Indiana boundary. 
At this point, gas is delivered into the 
main transmission line of Michigan 
Gas, which extends from Dana, Indi- 
ana, to a point near Zionsville, In- 
diana, where the line branches to De- 
troit, Michigan, and to Muncie, In- 
diana. Through these facilities of 
Michigan Gas, the gas is marketed in 
Indiana, Ohio, and Michigan. _ IIli- 
nois Natural owns numerous lateral 
lines extending from Panhandle East- 
ern’s main line in Illinois, and serves 
numerous customers in that state. 
Panhandle Eastern also owns a small 
section of pipe line, recently acquired 
from The Ohio Fuel Gas Company, 
connected to the lines of Michigan Gas 
and used to serve certain communities 
in Indiana and Ohio. Together, these 
lines constitute the longest natural- 
gas pipe line in the world, serving 
more than 200 cities, towns, and com- 
munities with more than 700,000 re- 
tail customers in Texas, Kansas, Mis- 
souri, Illinois, Indiana, Michigan, and 
Ohio. 

The Rate Base 

[2-4] Evidence of reproduction 

cost excluded. The record before us 
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raises the question of the necessity 
under the Natural Gas Act, for con. 
sidering evidence of the reproduction 
cost of respondents’ property. Upon 
objection of Commission counsel, such 
evidence was excluded by the trial ex. 
aminer. 

Section 6(a) of the Natural Gas 
Act, 15 USCA § 717e(a), provides: 

“Section 6(a). The Commission 
may investigate and ascertain the actu. 
al legitimate cost of the property of 
every natural-gas company, the de. 
preciation therein, and, when found 
necessary for rate-making purposes, 
other facts which bear on the deter- 
mination of such cost or depreciation 
and the fair value of such property.” 

It is obvious from an examination 
of the record that there is no need to 
estimate the cost of the respondents’ 
properties. The cost records are com- 


plete and maintained in accordance 
with recognized accounting practice. 
The respondents assert that their books 
accurately reflect the original cost of 


the properties. The plant has been 
built within recent years, construction 
having begun in 1930.” There is, there- 
fore, no difficulty whatever in ascer- 
taining promptly and accurately from 
respondents’ books the actual legiti- 





7 The books show the gas plant classified 
of Panhandle Eastern and [Illinois Natural, 


1930— $7,571,851 
1931— 41,815,781 
1932— 42,568,283 
1933— 42,435,049 
1934— 42,594,692 
1935— 42,441,201 


and of Michigan Gas as: 


1931— $2,340,353 
1932— 2,354,167 
1933— 2,353,183 
1934— 2,357,450 
1935— 2,397,880 
1936— 7,770,429 


combined, at the end of each of the years 
1930-1941 as: 


1936—$46,387,074 
1937— 58,071,907 
1938— 58,751,335 
1939— 59,226,065 
1940— 64,380,428 
1941— 65,225,927 


1937— $9,226,241 
1938— 9,260,047 
1939— 9,812,436 
1940— 12,295,897 
1941— 12,804,341 
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mate cost of or the investment in their 
property. 

We held in the Chicago District 
Electric Generating Case* that under 
§ 208(a) of the Federal Power Act, 
16 USCA § 824g(a) (the provisions 
of which are identical with § 6(a), 
supra) that reproduction cost evidence 
is inherently fallacious and should be 
disregarded under that statute. 

It is not deemed necessary to discuss 
at great length the defects and vagaries 
of reproduction cost evidence. The 
manifold reasons why such evidence is 
fallacious, and is obstructive of the 
regulatory process, have been fully ex- 
pounded by members of the Supreme 
Court® and by this Commission.” 

Moreover, in the light of the many 
expressions emanating from the high- 
est court in the land, and the opinions 
of competent experts in the regulatory 
field, it seems evident that Congress 


recognized the fallacy of the reproduc- 
tion cost doctrine and sought by the 
enactment of § 6(a) to shelve that il- 
lusory concept as a requisite in rate 


making. Our view, that this was up- 
permost in the mind of Congress, is 
substantially concurred in by the spe- 
cial committee of the Public Utility 
Law Section of the American Bar As- 
sociation in its report at the annual 
meeting of such association in Septem- 
ber, 1940." No less significant in this 
respect is the statement of the Supreme 
Court in the Natural Gas Pipeline 
Company of America Case, supra, 42 
PUR(NS) at p. 138, that: 

“The Constitution does not bind 
rate-making bodies to the service of 
any single formula or combination of 
formulas. Agencies to whom this leg- 
islative power has been delegated are 
free, within the ambit of their statu- 
tory authority, to make the pragmatic 
adjustments which may be called for 
by particular circumstances.” 

When such pronouncement is cou- 
pled with the assertion, in the separate 
concurring opinion of Justices Black, 
Douglas, and Murphy, 42 PUR(NS) 
at p. 150, that: “As we read the opin- 
ion of the court, the Commission is 





8Re Chicago Dist. Electric 
Corp. (1941) 39 PUR(NS) 263. 

9See concurring opinion of Justices Black, 
Douglas and Murphy in Federal Power Com- 
mission v. Natural Gas Pipeline Co. of Amer- 
ica, supra, footnote 6. Mr. Justice Black dis- 
senting in McCart v. Indianapolis Water Co. 
(1938) 302 US 419, 435, 82 L ed 336, 21 
PUR(NS) 465, 58 S Ct 324. Concurring 
opinion of Mr. Justice Frankfurter and Mr. 
Justice Black in Driscoll v. Edison Light & 
P. Co. (1939) 307 US 104, 122, 83 L ed 1134, 
28 PUR(NS) 65, 59 S Ct 715. Dissenting 
opinion of Mr. Justice Brandeis in Missouri 
ex rel. Southwestern Bell Teleph. Co. v. Pub- 
lic Service Commission, 262 US 276, 292, 67 
L ed 981, PUR1923C ‘193, 43 S Ct 544, 31 
ALR 807. Mr. Justice Brandeis concurring 
in St. Joseph Stock Yards Co. v. United States 
(1936) 298 US 38, 88-92, 80 L ed 1033, 14 
PUR(NS) 397, 56 S Ct 720, 

10 Re Chicago Dist. Electric Generating 
Corp. supra; Re Canadian River Gas Co. 
(1942) Opinion No. 73, 43 PUR(NS) 205; 
Cleveland v. Hope Nat. Gas - (1942) Opin- 
ion No. 76, 44 PUR(NS) 1; see brief for 


[14] 


Generating 
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the United States amicus curiae, in which 
this Commission joined, case of Driscoll v. 
Edison Light & P. Co. supra. 

11 This Committee in discussing § 208 of 
the Federal Power Act and § 6 of the Nat- 
ural Gas Act concluded: 

“Tt will be noted that the primary duty 
of the Commission under these two provisions 
is to ascertain the cost of the property and 
the depreciation therein, and that ‘other facts 
which bear on the determination of such cost 
or depreciation, and the fair value of such 
property’ are to be determined only ‘when 
found necessary for rate-making purposes.’ 
There is here the possible inference that the 
Congress, when it drafted this provision, was 
hopeful that the courts would decide that 
nothing other than the ‘actual legitimate cost’ 
of the property would be ‘found necessary 
for rate-making purposes.’ However that may 
be it is patent that an accounting or cost rate 
base was dominant in the congressional mind, 
and that these very recent statutes in that re- 
spect are the very antithesis of some of the 
older state statutes which prescribe the repro- 
duction cost new less depreciation formula.” 
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now freed from the compulsion of ad- 
mitting evidence on reproduction cost 
or of giving any weight to that ele- 
ment of ‘fair value.’ The Commis- 
sion may now adopt, if it chooses, pru- 
dent investment as a rate base—the 
base long advocated by Mr. Justice 
Brandeis. And for the reasons stated 
by Mr. Justice Brandeis in the South- 
western Bell Telephone Case there 
could be no constitutional objection if 
the Commission adhered to that form- 
ula and rejected all others’ any 
thought that reproduction cost evi- 
dence is any longer required in the 
rate-making process is substantially 
destroyed. 

Having been authorized by the Con- 
gress to determine in the first instance 
the actual legitimate cost of utility 
properties and the depreciation therein, 
we conclude that the rate base is the 
actual legitimate cost of the property 
used and useful in furnishing the serv- 
ice, less the existing depreciation in 
such property, plus the working capi- 
tal necessary to render such service. 
It is certain from the record that no 
necessity exists requiring the consid- 
eration of other facts in determining 
a rate base in these proceedings. It is, 
therefore, clear that the exclusion of 
reproduction cost evidence by the trial 
examiner was proper. 


[5, 6] The actual legitimate cost. 
The record clearly shows that the con. 
solidated book cost of the plant in sery- 
ice at December 31, 1941, is $79,986, 
407.” Respondents take the position 
that their book cost and the actual 
legitimate cost are identical. The moy- 
ants, for purposes of their motions, 
have accepted this sum as the actual 
cost of the properties, except for an 
item of $1,172,115, the unamortized 
amount of “gas sales and purchase 
contracts,” alleged to be a write-up. 

The evidence shows that the part- 
nership firm of Shippey, Maddin, and 
Parish Gas Company originally se- 
cured these contracts at no cost, and 
thereafter transferred the same to its 
subsidiary, Missouri-Kansas Pipe 
Line Company, which company record- 
ed them on its books at a purported 
value of $1,105,000. On October 23, 
1930, Panhandle Eastern acquired 
these contracts from Missouri-Kansas 
Pipe Line Company, then its parent, 
and recorded the same on its books 
at $2,398,402. By December 31, 
1941, this amount had been reduced 
through annual amortization charges 
to $1,172,115. Since the record dis- 
closes that this unamortized balance 
of “gas sales and purchase contracts” 
represents a write-up (no property 
used and useful), it must be excluded 





12 This gives effect to the acquisition by 
Panhandle Eastern on February 6, 1942, of 
Michigan Gas, Indiana Gas Distribution Cor- 
poration, and a section of pipe line purchased 
from The Ohio Fuel Gas Company. It also 
gives effect to the following deductions: 

(a) $139,500 of intercompany profit elimi- 
nated by the respondents on their consoli- 
dated statements, but not recorded on the 
books, and (b) $55,016 of “contributions in 
aid of construction.” 

Indiana Gas Distribution Corporation, here- 
inafter referred to as “Indiana Gas,” a wholly 
owned subsidiary of Panhandle Eastern, owns 
and operates certain facilities in Indiana 
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through which it serves approximately 1,800 
customers with natural gas purchased from 
either Michigan Gas or Panhandle Eastern. 
Although the distribution facilities of, this 
company are not subject to the jurisdiction 
of this Commission, it is undisputed that its 
properties, receipts and expenses are inconse- 
quential in comparison with the whole of the 
respondents’ system, and the parties have 
treated the same as an integral part of the 
respondents’ interstate operations. We shall 
therefore include the operations of. Indiana 
Gas as a part of the respondents’ interstate 
business for purposes of disposing of the mo- 
tions before us. 
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in arriving at the actual legitimate cost 
of plant. 

Panhandle Eastern is currently 
amortizing this write-up through 
charges to operating expenses at the 
rate of $293,029 per year. Inasmuch 
as this write-up, if allowed, would im- 
pose an unwarranted burden on the 
consumers, it is accordingly excluded 
from operating expenses. 

The elimination from book cost of 
the said write-up of $1,172,115 leaves 
$78,814,292, which is accepted, for 
purposes of disposing of the problems 
presented by the motions before us, 
as the actual legitimate cost of the re- 
spondents’ property used and useful in 
furnishing gas service at December 
31, 1941, as shown by the following 
tabulation : 

Panhandle Eastern ...+e eeecee 
Illinois Natural 

Michigan Gas 

Indiana Gas 


Pipe Line Purchased from Ohio 
Fuel Gas 


$62,665,568 


439,326 
$78,814,292 


[7] Depreciation.* The respond- 
ents charge amounts for depreciation 
to operating expense and credit the 
same to depreciation reserves at the 
rate of approximately 3 per cent per 
year on a straight-line basis. As 
shown by the respondents’ books, the 
depreciation expense in 1941 was $2,- 
512,498, and the total accumulated de- 
preciation reserves at December 31, 
1941, was $12,596,987. The Com- 
mission’s staff recommends that for 
purposes of determining the rates to 
befixed by interim order these amounts 


be accepted as the annual depreciation 
allowance and accrued depreciation re- 
spectively. The respondents agree 
that the book reserves should be ac- 
cepted for purposes of these proceed- 
ings as the appropriate measure of the 
accrued depreciation. They do not 
deny that the annual depreciation ex- 
pense as recorded on the books has 
been adequate and reasonable. The 
depreciation reserves, as of December 
31, 1941, were as follows: 


Panhandle Eastern 
Illinois Natural 
Michigan Gas 
Indiana Gas 


Where reasonable and proper de- 
preciation accounting practices have 
been observed, the resulting reserve 
represents the best measure of the de- 
preciation existing in the property and 
should be deducted from the gross cost 
in the rate base determination.” The 
record discloses that the respondents 
have followed a consistent accounting 
method in recording the annual and 
accrued depreciation. The amounts 
have been determined by the manage- 
ment after consultation with an inde- 
pendent engineer and geologist as to 
the propriety and reasonableness of 
the annual provisions and the reserves. 
The testimony of the Commission’s 
staff is to the effect that the amounts 
which the respondents have set up on 
their books are adequate and reasona- 
ble, having in view the economic life 
of the property as governed by such 





_8The term “depreciation” as herein used 
includes depletion and amortization. 

Reflects a deduction of $36,000 of inter- 
company profit eliminated by the respondents 
on their consolidated statements, but not re- 
corded on-the books. 
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15 Cleveland v. Hope Nat. Gas Co. (1942) 
Opinion No. 76, 44 PUR(NS) 1; Re Chicago 
Dist. Electric Generating Corp. (1941) 39 
PUR(NS) 263, 275; Re Interstate Power 
Co. (1939) 32 PUR(NS) 1, 10. 
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elements of depreciation as the ex- 
haustion of the natural gas supply, 
wear, decay, inadequacy, and obsoles- 
cence. There is no dispute that these 
amounts have been sufficient to pro- 
vide for the restoration of the capital 
investment over the life of the gas 
supply.?® 

The respondents, complainants, and 
Michigan Consolidated presented sep- 
arate estimates of depreciation expense 
consisting of a combination amortiza- 
tion and annual replacement allowance. 
Under these estimates, the amortiza- 
tion allowance is accumulated at vari- 
ous sinking-fund interest rates, but 
the replacement allowance is not cal- 
culated on a sinking-fund basis. There 
is sharp disagreement both as to the 
sinking-fund formula to be used in 
computing the amortization and as to 
the amount to be allowed for replace- 
ments. These differences lead to wide- 
ly varying results. 

No sufficient reasons have been ad- 
vanced why these estimates are to be 
preferred to the amounts recorded on 
the respondents’ books. For the pur- 
pose of disposing of the motions be- 
fore us, we shall accept the respond- 
ents’ recorded depreciation expense of 
$2,512,498 as the reasonable annual 
allowance for depreciation, and the 
total accumulated depreciation reserves 
of $12,596,987 as the actual existing 
depreciation in the plant as of Decem- 
ber 31, 1941. 

Working capital. 


The respondents 


claim the following amounts for work. 
ing capital: 

Cash for operating expenses 

Cash for emergencies 

Minimum bank balances 

Prepayments 


Materials and supplies 
Line pack 


The Commission’s staff recommends 
a total working capital allowance of 
$920,000. This sum includes for the 
respondents $322,701 of cash for Op 
eration and maintenance expenses, 
$489,893 for materials and supplies, 
$101,097 for prepayments, and $6,309 
to provide working capital for Indiana 
Gas. 

[8,9] We find the staff’s estimat- 
ed cash allowance for operation and 
maintenance expense of $322,701 to 
be proper and reasonable. This sum 
is equal to forty-five days of the actual 
total 1941 operation and maintenance 
expense of the respondents, excluding 
cost of gas purchased. The respond- 
ents’ higher claim for this item is pri- 
marily due to the improper inclusion of 
Panhandle Eastern’s cost of gas pur- 
chased. It is clear from the evidence 
that the respondents pay for such gas 
at about the same time in each month 
as revenues from gas sales are collect- 
ed. Hence, no allowance should be in- 
cluded in working capital for the cost 
of such gas. 

[10] We accept the staff’s recom- 
mendation of $489,893 for materials 
and supplies. This amount represents 
the actual inventory on hand at De- 





16 The respondents presented evidence in- 
dicating that Panhandle Eastern controls re- 
coverable gas reserves of not less than 700 
billion cubic feet in the Texas Panhandle 
field, and not less than 1,700 billion cubic feet 
in the Hugoton field, combined gas reserves 
adequate to supply the respondents’ estimated 
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market requirements for a period of more 
than twenty-five years. In fact, Panhandle 
Eastern’s president testified that sufficient ad- 
ditional gas reserves could be secured on a 
favorable and economical basis to meet fu- 
ture requirements for the next thirty to 
thirty-five years. 
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cember 31, 1941, the largest in the re- 
spondents’ operating history. The re- 
spondents’ higher claim is occasioned 
by the inclusion for Panhandle East- 
ern, in addition to the inventory as of 
June 30, 1941, of materials and sup- 
plies then on order and estimated to 
be ordered during the ensuing six 
months, without any deduction for 
materials and supplies issued and used 
during that period. The exorbitance 
of the respondents’ estimate is demon- 
strated by the fact that it exceeds by at 
least $260,000 the materials and sup- 
plies actually on hand at December 31, 
1941. 

The staff’s allowance of $101,097 
for prepayments, representing the ac- 
tual amount of such items as of De- 
cember 31, 1941, is considered ample. 

The evidence of record convinces 
us that $920,000 is a fair and reason- 
able amount for working capital and 
the same is allowed. 

[11] We make no separate allow- 
ance for the items of line pack, cash 
for emergencies, and minimum bank 
balances. To do so would result in 
duplication. The evidence discloses 
that Panhandle Eastern has capitalized 
in its plant accounts amounts for line 
pack in excess of the sum separately 
claimed for that item as working cap- 
ital. The amounts accrued by the re- 
spondents for Federal, state, and local 
taxes are more than sufficient to cov- 
er the cash required for emergencies 
and minimum bank balances. Pan- 
handle Eastern alone had approximate- 
ly $3,000,000 in tax accruals at all 
times during the year 1941. Michigan 


Gas had accrued $268,385 for Federal 
income taxes and $114,000 for Indi- 
ana property taxes at December 31, 
1941. We have consistently recog- 
nized that such tax accruals are avail- 
able as cash working capital.” 
[12-14] Going concern value. We 
reject the respondents’ claim for going 
concern value of $7,822,533. Five 
million, five hundred thousand dol- 
lars of this amount is for so-called 
“carrying costs on that portion of 
plant idle pending development of busi- 
ness,” the same species of going con- 
cern value disallowed in the Natural 
Gas Pipeline Company of America 
Case, supra. The said sum of $5,- 
500,000 consists of a portion of the 
operating expenses, bond interest, and 
ad valorem taxes incurred from the 
beginning of Panhandle FEastern’s 
commercial operations on April 1, 
1932, to October 1, 1937, all of which 
has been recouped through past rates 
and charges. It appears from the evi- 
dence that the failure of Panhandle 
Eastern to attain sales capacity dur- 
ing this so-called “development” pe- 
riod was not due to initial difficulties 
in securing patronage, but was because 
of the refusal by its holding company, 
Columbia Gas & Electric Corporation, 
to permit Panhandle Eastern to sell 
gas in competition with other subsid- 
iaries and in territory considered as 
lying within the sphere of influence of 
other holding company interests. Ac- 
tually, customers along the line were 
“clamoring” for service, and no justi- 
fication for the refusal to sell gas has 
been offered by the respondents.” 





Re Chicago Dist. Electric Generating 
Corp. supra, footnote 15; Re Canadian River 
Gas Co. (1942) Opinion No. 73, 43 PUR 
(NS) 205; Re Hope Nat. Gas Co. supra, 
footnote 15. 
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18 See Columbus Gas & Fuel Co. v. Ohio 
Pub. Utilities Commission (1934) 292 US 
398, 412, 78 L ed 1327, 4 PUR(NS) 152, 54 
S Ct 763, 91 ALR 1403. 
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Seven hundred and thirty-six thou- 
sand, six hundred and nineteen dol- 
lars is for “payments to utility 
customers” and “contributions to cus- 
tomers,” consisting principally of re- 
imbursements to distributing com- 
panies for expense incurred in the 
changeover from artificial to natural 
gas, and in promoting sales. Of this 
sum, $383,722 has been recovered 
through past operating expenses, and 
the balance of $352,897 is included in 
the allowed book cost of plant. 

The remaining item of $1,585,914, 
“value of gas purchase contracts,” is 
a synthetic figure appearing nowhere 
on the books, representing the pur- 
ported present value of future savings 
anticipated in the purchase of gas un- 
der certain advantageous contracts. 
The “‘value” is based upon the differ- 
ence between the present field price and 
the lower contract prices of such gas. 
It would be a travesty on regulation to 
permit fictitious amounts of this char- 
acter to inflate the rate base. 

Conclusions as to rate base. Our 
conclusions with respect to the proper 
rate base as of December 31, 1941, 
may be summarized as follows: 

Actual cost of gas plant in service 


at December 31, 1941 


$78,814,292 
Less: Accrued depreciation 


12,596,987 


os 0 SO00,217,005 
920,000 
$67,137,305 
The rate base as of February 28, 
1942, determined in the same manner, 
is $66,697,358.!8 These amounts re- 
19 Actual cost of gas plant in serv- 


ice at February 28, 1942 .... $78,875,242 
Less: Depreciation reserves ... 13,097,884 


Actual cost less depreciation . 
Working capital 


Rate base 





Actual cost less depreciation ... $65,777,358 


Working capital 920,000 


Rate base at February 28, 1942 $66,697,358 
45 PUR(NS) 


flect the actual legitimate cost of the 
respondents’ property as an assembled 
whole and an established plant in suc. 
cessful operation. 

[15, 16] The respondents contend 
that $4,944,820 of construction work 
in progress, and budget estimates to- 
taling $6,372,100 to complete said con- 
struction, should be added to the rate 
base as of February 28, 1942. We 
conclude that it would be highly im. 
proper to include these amounts in 
the rate base. The facilities under 
construction are for the purpose of 
meeting the demands of new or in- 
creased business and consist mainly of 
plant additions to extend service to 80 
communities in Michigan, including 
Pontiac, Flint, Jackson, Battle Creek, 
and Kalamazoo, involving service to 
territory not heretofore served by the 
respondents. If this construction 
were included in the rate base, rudi- 
mentary principles of fairness would 
require that full consideration also be 
given to the additional revenues to be 
obtained from the added territory. 
However, the respondents deny that 
it is possible to estimate such increases 
in revenues. 

The exclusion of this incomplete 
construction from the rate base does 
not deprive the respondents of just 
compensation on their actual invest- 
ment therein. The respondents follow 
the practice of capitalizing interest on 
such amounts during construction. To 
allow in addition a return during the 
construction period would result in 
duplicate charges against the custom- 
ers. In so far as the respondents’ 
claim includes future capital expendi- 
tures, the same must, of course, be dis- 
allowed. As the Supreme Court held 
in the Natural Gas Pipeline Company 
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of America Case (1942) 315 US 575, 
% L ed —, 42 PUR(NS) 129, 138, 
62S Ct 736: 

« | the refusal to include in 
the rate base capital expenditures not 
yet made cannot involve confiscation.” 


Rate of Return 


A large part of the record is de- 
yoted to the subject of rate of return. 
The evidence on this subject is com- 
prehensive and complete, dealing fully 
with those elements which courts and 
Commissions have considered perti- 
nent, such as the financial history of 
the respondents, the current cost of 
money, earnings on securities, com- 
modity price indices, etc. 

[17] The respondents have ad- 
vanced a novel theory which assumes 
that they are entitled to a return on 
their total capitalization as represent- 
ed by the principal amounts of their 
outstanding securities including sur- 
plus. The fallacy inherent in this ap- 
proach, however, is that it ignores the 
basic principle that the respondents 
are entitled to a fair and reasonable 
return upon the actual legitimate cost 
of their property devoted to the pub- 
lic service, less existing depreciation, 
plus a reasonable allowance for work- 
ing capital, and no more. 

[18] The evidence discloses that 
the respondents’ business is exception- 
ally free from serious business haz- 
ards. The gas supply is assured for 
at least thirty to thirty-five more years. 
We have made ample provision in the 
annual depreciation allowance for the 
restoration of the capital investment 
in the property over the claimed life 
of the gas supply. The respondents’ 
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markets are rapidly expanding and em- 
brace the large metropolitan area of 
Detroit, which alone takes 40 per cent 
of the entire output under a long-term 
contract. Panhandle Eastern’s presi- 
dent testified that the demand for serv- 
ice is so great that within the next year 
the respondents will be called upon to 
sell every cubic foot of gas that can 
possibly be delivered through the lines, 
and that the capacity factor will in- 
crease from 70 per cent to 90 per cent. 

It is likewise apparent from re- 
spondents’ own evidence that Panhan- 
dle Eastern has been able to raise con- 
siderable capital at low cost. Only 
recently it successfully competed a fi- 
nancing program at remarkably low 
rates which resulted in a substantial 
reduction in its annual cost of capital. 
In February, 1941, Panhandle Eastern 
sold $18,250,000 of first mortgage 
and first lien bonds and $5,000,000 of 
serial notes at an average annual in- 
terest cost of 2.74 per cent. In Feb- 
ruary, 1942, it sold an additional $10,- 
000,000 of first mortgage bonds at an 
interest cost of 3.13 per cent and $15,- 
000,000 of preferred stock at a cost 
of 5.86 per cent. After the financing, 
Panhandle Eastern’s annual cost of 
long-term debt was 2.88 per cent and 
preferred stock was 5.87 per cent, a 
combined annual cost of only 3.85 per 
cent for these securities. 

Panhandle Eastern has earned an 
average of 10.64 per cent on its net 
investment over the past five years, 
and Michigan Gas an average of 8.5 
per cent during approximately the 
same period. 

We conclude, upon careful consid- 
eration of the record in the light of 
the principles enunciated by the Su- 
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preme Court,” that 64 per cent is a 
fair and liberal annual rate of return 
upon the rate base allowed herein. 


Rate Reduction 


The consolidated gross operating 
revenue of the respondents in 1941 
was $17,789,573. 

[19] For the purpose of disposing 
of the motions for an interim order, 
we accept the respondents’ 1941 con- 
solidated operating expenses as shown 
on their books (before Federal in- 
come and excess profits taxes), with 
the exception of $293,029 for the 
amortization of the write-up in “gas 
sales and purchase contracts” and $6,- 
000 of rate case expense. The operat- 
ing expenses thus allowed total $7,- 
237,496. Adding Federal income tax- 
es of $1,093,768 computed at the 1941 
tax rate on the taxable net income re- 
flecting a fair return of $4,363,925 
(64 per cent of the rate base of $67,- 
137,305 as of December 31, 1941), 
brings the total allowable operating 
revenue deductions for 1941 to $8,- 
331,264. 

The respondents’ 1941 consolidated 
gross operating revenue, less proper 
operating revenue deductions, exceeds 
a fair return by $5,094,384. This 
amount is available for an immediate 


rate reduction, as shown by the fol. 
lowing tabulation: 


Gross operating revenue 
Operating revenue deductions .... 


Income available for return 
Reasonable return—6$% of 
b 


Total available for rate reduction " $5,094,38 


It is clear that a reduction of $5, 
094,384 in the respondents’ 1941 rates 
would reduce gross operating revenue 
to $12,695,189, which amount would 
yield a fair return upon the rate base 
as of December 31, 1941, after pay- 
ment of all necessary and proper op- 
erating expenses and charges for that 
year. 

[20] The test period. The ques- 
tion arises as to whether the year 1941 
is a proper period by which to test the 
respondents’ rates. The record con- 
tains the respondents’ revenues and 
expenses from the beginning of oper- 
ations in 1932 through March 3}, 
1942. Consideration of these figures 
convinces us that the latest calendar 
year, 1941, is the most reliable guide 
for the future, in view of the chang- 
ing economic conditions and the re- 
spondents’ rapidly expanding business. 

The respondents contend that con- 
sideration should be given to a $389,- 





20 See Bluefield Water Works & Improv. 
Co. v. West Virginia Pub. Service Commis- 
son, 262 US 679, 692, 67 L ed 1176, PUR 
1923D 11, 20, 43 S Ct 675, wherein it is stated: 
“What annual rate will constitute just com- 
pensation depends upon many circumstances 
and must be determined by the exercise of a 
fair and enlightened judgment, having regard 
to all relevant facts. A public utility is en- 
titled to such rates as will permit it to earn 
a return on the value of the property which 
it employs for the convenience of the public 
equal to that generally being made at the 
same time and in the same general part of 
the country on investments in other business 
undertakings which are attended by corre- 
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sponding risks and uncertainties; but it has 
no constitutional right to profits such as are 
realized or anticipated in highly profitable 
enterprises or speculative ventures. The re- 
turn should be reasonably sufficient to assure 
confidence in the financial soundness of the 
utility and should be adequate, under efficient 
and economical management, to maintain and 
support its credit and enable it to raise the 
money necessary for the proper discharge of 
its public duties. A rate of return may be 
reasonable at one time and become too high 
or too low by changes affecting opportunities 
for investment, the money market, and busi- 
ness conditions generally.” 
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000 increase in operating expenses not 
fully included in their 1941 consoli- 
dated income statement, as follows: 


Increased 
Expenses on 
Annual Basis 
$138,000 $64,500 

228,000 


Payroll imcreaS€S ....ssseseseceeees eoeese 

Emergency property protection 

Amortization of rate case expense 22 

Increased cost of employees’ welfare and 
pension expense 


[21] It is also claimed that al- 
lowance must be made for future in- 
creases in Federal income and excess 
profits taxes. Significantly, the re- 
spondents do not ask us to consider 
future increases in revenues. 

A forecast to be proper must, of 
course, include a prediction of reve- 
nues as well as expenses. The record 
dearly shows the trends of both. The 
respondents’ operating expenses, be- 
fore Federal income taxes, increased 
98 per cent in the first three months 
of 1942 over the first three months of 
1941. The claimed increases in ex- 
penses, including amortization of rate 


Operating revenue 
Operating expenses, exclusive of Federal 
income taxes 


30,000 


1941 
$12,695,189 


7,237,496 


though the Congress has not yet 
passed the Revenue Act for 1942, it is 
certain that Federal income taxes will 
Increases 
Already 


Included in 
1941 Expenses 


Increases Not 
Included in 
1941 Ex es 
$73,500 
221,500 
64,000 


6,500 
6, 


, 


30,000 
$77,000 $389,000 
be increased. The House of Repre- 
sentatives has recently approved a bill 
providing for a combined normal and 
surtax rate of 45 per cent, as compared 

with the 1941 rate of 31 per cent. 
With these data at hand, we can 
make a reasonable forecast of future 
operations. Applying these trends to 
the 1941 revenues and expenses, as 
adjusted in this opinion, and giving 
effect to the latest proposed Federal 
income tax rate of 45 per cent, it ap- 
pears that increases in revenues will 
more than offset all increases in ex- 
penses and taxes. This is shown by 


the following tabulation: 
Projected 
for Full 


Year 1942 
$14,452,838 


7,948,218 


Rate of 
Increase 


13.845% 
9.82 % 


Increase 
$1,757,649 


710,722 





Net earnings before income taxes 
Federal income tax (31% for 1941 and 
45% for 1942) 


$5,457,693 
1,093,768 


19.183% $1,046,927 


88.234% 965,077 2,058,845 


$6,504,620 





Net operating income 


case expense, are fully reflected in the 
1942 operating expenses. The gross 
operating revenue increased 13.8 per 
cent over the same period, while the 
respondents’ net investment in plant 
declined approximately $700,000. Al- 
"The total rate case expense claimed is 
$350,000. The respondents contend that this 


sum should be amortized over the next five 
years at the rate of $70,000 per year. 
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$4,363,925 


1.875% $81,850 $4,445,775 

Indeed, it is apparent from the fore- 
going that the net operating income 
for the projected year 1942 exceeds by 
$81,850 the 6$ per cent return of 
$4,363,925 on the rate base of $67,- 
137,305. 

The record compels the conclusion 
that this forecast is liberal to the re- 
spondents. The main transmission 
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line was operated at a 70 per cent ca- 
pacity factor in 1941. Panhandle 
Eastern’s president testified that be- 
cause of anticipated increased sales he 
fully expects the line to be operated at 
a 90 per cent capacity factor in the 
near future. He further testified that 
the acquisition of Michigan Gas by 
Panhandle Eastern, effective Febru- 
ary 6, 1942, would result in economies 
of operation which, of course, are not 
reflected in 1941 expenses. 

We find upon the substantial evi- 
dence in the record that the reduction 
of $5,094,384 in the respondents’ rates 
indicated by the 1941 operations, will 
leave more than sufficient revenues to 
yield a fair return upon the rate base 
as of December 31, 1941. 


[22] Direct industrial sales. Up- 


on the record before us, we consider 
it unnecessary to make an allocation 
of the respondents’ business as_be- 


tween sales for resale and direct sales. 
The direct sales are made to nineteen 
industrial customers on an interrupti- 
ble basis and at prices fixed in compe- 
tition with other fuels. 

According to respondents’ own evi- 
dence, no capacity has ever been con- 
structed or provided in their gas plant 
for these direct industrial customers. 
It is equally clear that deliveries are 
made to them only when there is avail- 
able excess off-peak capacity not re- 
quired by the other wholesale custom- 
ers. As evidence of this fact, in 1941 
the volume of gas sold to the direct in- 
dustrial customers amounted to 13.2 
per cent of the total system sales, 
whereas on the system peak day of the 
1941-1942 winter the direct industrial 
sales constituted only 2.69 per cent of 
the total deliveries, due to interrup- 
tions and curtailments brought about 
45 PUR(NS) 


by the necessity for meeting the whole. 
sale customer requirements. 

Testimony of respondents’ witness. 
es discloses that only $128,848 of the 
entire investment in plant (less than 
one-sixth of one per cent) is used ex. 
clusively in the service of the direct in. 
dustrials. Moreover, the respondents 
themselves treat their entire business 
as a unit and make no segregation of 
costs or profits on their books as be- 
tween the two classes of sales. Indeed, 
Panhandle Eastern’s president testified 
quite clearly on  cross-examination 
that any attempt to allocate would be 
“theoretical,” “unrealistic,” and “not 
practical” because of the unified char- 
acter of the business. 

Deliveries to the direct industrials 
are made only when the plant is not 
fully used in serving the requirements 
of the wholesale business, and are cur- 
tailed or interrupted when the capacity 
is required by the wholesale custom- 
ers. It is apparent that the incidental 
direct industrial business is in reality 
a by-product of the wholesale busi- 
ness, comparable to the respondents’ 
gasoline extraction business. All par- 
ties are agreed that the expenses and 
revenues in connection with the sale 
of gasoline extracted from the natural 
gas should be treated as an integral 
part of the respondents’ entire opera- 
tions. Thus, it is manifest from the 
evidence that the direct industrial 
sales are purely incidental to the main 
or principal enterprise, viz.: the 
wholesale business of the respondents. 

It is obvious from the record that 
respondents have made no clear and 
convincing showing that the direct in- 
dustrial sales are so distinct and sepa- 
rate from the general wholesale busi- 
ness that the two cannot here be con- 
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sidered together. We conclude, there- 
fore, that, under such circumstances, 
it is not unreasonable to treat the en- 
tire business as a unit requiring no al- 
location as between the two classes of 
sales. 


Tax Increases Due to the War Effort 


While we have arrived at certain 
definite conclusions in disposing of 
the motions for an interim order re- 
ducing rates herein, the tax problem 
posed by legislation pending in the 
Congress makes it imperative that we 
make further comment on this subject. 

We take judicial notice of the fact 
that our country is waging a war for 
survival. It is common knowledge 
that there will be increased tax bur- 
dens resulting from the requirements 
inherent in a global conflict. Business 
as usual is out—in fact, a great many 
so-called “small enterprises” have 
ceased to exist. Normal business dur- 
ing this period of grave emergency is 
atan end. Obviously, no one can ex- 
pect to maintain a status or condition 
of business unaffected by the holocaust 
now sweeping the world. Increased 
tax burdens must be borne by the util- 
ity which enjoys a monopolistic posi- 
tion in the economic field, as well as 
by others who have no such advantage. 

Proposals now pending in Congress 
to raise additional taxes are required 
to defray in part greatly increased 
expenditures resulting from the war 
effort. In this regard the report of the 
House Committee on Ways and 
Means,” considering the proposed 
Revenue Bill of 1942, after first point- 
ing out that “the cost of the war ef- 
fort is placing upon the nation a finan- 


.* Report No. 2333, 77th Congress, 2d Ses- 
sion, July 14, 1942. 
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cial burden unequaled in our history,” 
states : 

“It is thus apparent that our reve- 
nue needs are extreme and your com- 
mittee have endeavored to secure ev- 
ery dollar of additional revenue which, 
in its opinion, the national economy 
can bear. In its effort toward this ob- 
jective, however, care has been exer- 
cised in every instance not to place an 
unbearable burden upon any tax- 
payer.” 

Moreover, the President in his mes- 
sage to Congress July 30, 1941, re- 
questing enactment of legislation for 
control of prices, stated: 

“Inflationary price rises and increas- 
es in the cost of living are today 
threatening to undermine our defense 
effort.” 

Thus it appears that the doctrine 
of unjust enrichment as well as equity 
and good conscience compel the con- 
clusion that a utility should not be 
permitted to thwart the purpose and 
spirit of the war price control legisla- 
tion and the revenue laws by passing 
such abnormal tax requirements along 
to its consumers as an operating ex- 
pense to be collected in increased rates. 
Indeed, we feel increased rates on such 
a basis would be unjustifiable. To al- 
low them would in effect impose upon 
the consumers a sales tax. 

So that there may be no confusion 
concerning the tax situation in con- 
nection with the companies subject to 
our jurisdiction, where necessary to 
stabilize utility rates at reasonable lev- 
els during the war emergency period, 
we propose to allow as proper operat- 
ing expenses only such taxes as may 
be termed ordinary or normal. For 
the purpose of distinguishing between 
ordinary or normal and war emergen- 
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cy or abnormal taxes, we conclude that 
the basis prescribed in the 1940 Reve- 
nue Act establishes the highest possi- 
ble level of Federal taxes which may 
be allowed as an element of operating 
expense for such purpose. The 1941 
Revenue Act and the pending 1942 
proposal certainly reflect abnormal tax 
requirements for war purposes. 

The conclusions we here express 
find validity in utterances of other 
regulatory bodies who were confront- 
ed with the problem of abnormal tax 
requirements in dealing with the util- 
ity industry as a result of the First 
World War.” Furthermore, the Pub- 
lic Service Commission of Wisconsin, 
on May 5, 1942, 43 PUR(NS) 193, 
195, disapproved the application of 
the Wisconsin Telephone Company for 
authority to revise the base rate area 
and the rates at its Madison Exchange, 
a proposal estimated to increase the 
cost of telephone service to the sub- 
scribers in that area $290,000 annual- 
ly. In its opinion denying such re- 
quest the Wisconsin Commission made 
this significant comment : 

“We do not look with favor upon 
proposals to increase utility rates in 
these times rates should not 
be increased solely because the man- 
agement may consider that its return 
is less than it is entitled to ask in nor- 
mal times.” 

Moreover, it is evident that Con- 
gress intended when it enacted the 
Emergency Price Control Act of 1942, 
that during the prosecution of the 
present war, this Commission, in car- 
rying out its regulatory responsibili- 
ties, should make every reasonable ef- 

23 See Re Western States Gas & E. Co. 


(Cal 1918) PUR1919B 485, 493; Re United 
a Gas Co. (W Va 1919) PUR1920C 583, 
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fort to assist in making effective the 
national policy of price stabilization, 
In this regard we will be alert to the 
necessity for checking unwarranted 
increases in utility rates which, if per. 
mitted, will contribute to the disrup. 
tive inflationary process now threat. 
ening to destroy our economy. 


Conclusion 


We conclude from the record that 
the present rates and charges of the 
respondents are unjust, unreasonable, 
unlawful, and violative of the provi- 
sions of the Natural Gas Act. There- 
fore, until further order of this Com- 
mission, we determine for purposes of 
disposing of the motions before us 
that the just and reasonable rates, 
charges, classifications, rules, regula- 
tions, practices, or contracts to be 
hereafter observed by the respondents 
and fixed by order of this Commission 
shall reflect an immediate reduction of 
at least $5,094,384 below those in ef- 
fect during the year 1941. 

An appropriate order will be en- 
tered in accordance with this opinion. 


ORDER 


Upon consideration of the entire 
record herein, including the motions 
for an immediate order reducing rates, 
and having on this date issued its 
Opinion No. 80, which is made a part 
hereof by reference, 

The Commission for the purpose of 
disposing only of the motions before 
it for an immediate order reducing 
rates, finds that: 

(1) Panhandle Eastern Pipe Line 
Company (hereinafter referred to as 
“Panhandle Eastern”) is a corpora- 
tion organized and existing under the 
laws of Delaware; is engaged in pro- 
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ducing, purchasing, and gathering 
natural gas in the Amarillo field of the 
Texas Panhandle and in the Hugoton 
geld in Oklahoma and Kansas; is en- 
gaged in the transportation of natural 
gas in interstate commerce by means 
of facilities which include (a) a par- 
tially looped natural gas main trans- 
mission pipe line extending from a 
point in Moore county, Texas, known 
as “Windmill Junction,’ for a dis- 
tance of approximately 860 miles 
through the states of Oklahoma, Kan- 
sas, Missouri, and Illinois, and into the 
state of Indiana to a point near Dana, 
near the Illinois-Indiana boundary, and 
(b) a natural gas main transmission 
line approximately 33 miles in length 
extending generally eastward from a 
point near Muncie, Indiana, to a point 
approximately 24 miles east of the In- 
diana-Ohio boundary; is also engaged 
in the sale in interstate commerce of 
natural gas so transported to various 
purchasers for resale for ultimate pub- 
lic consumption for domestic, com- 
mercial, industrial, and other uses; 
and is a “natural-gas company” with- 
inthe purview of the Natural Gas Act; 

(2) Michigan Gas Transmission 
Corporation (hereinafter referred to 
as “Michigan Gas”) is a corporation 
organized and existing under the laws 
of Delaware; is engaged in the trans- 
portation of natural gas in interstate 
commerce by means of facilities which 
include (a) two natural gas main 
transmission pipe lines extending from 
a point of interconnection with Pan- 
handle Eastern’s main transmission 
line near Dana, Indiana, for a dis- 
tance of approximately 70 miles, to a 
point near Zionsville, Indiana; (b) a 
main transmission line approximately 
52 miles in length extending from said 
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point near Zionsville, Indiana, to a 
point near Muncie, Indiana, where 
said line is interconnected with Pan- 
handle Eastern’s main transmission 
line; and (c) a main transmission line 
approximately 230 miles in length ex- 
tending from said point near Zions- 
ville, Indiana, to Detroit, Michigan; 
is also engaged in the sale in inter- 
state commerce of natural gas so trans- 
ported to various purchasers for re- 
sale for ultimate public consumption 
for domestic, commercial, industrial, 
and other uses; and is a “natural-gas 
company” within the purview of the 
Natural Gas Act; 

(3) Illinois Natural Gas Company 
(hereinafter referred to as “Illinois 
Natural’) is a corporation organized 
and existing under the law of Illinois, 
is engaged in the transportation of 
natural gas in interstate commerce by 
means of facilities which include the 
lateral lines extending from Panhan- 
dle Eastern’s natural-gas main trans- 
mission pipe line in Illinois; is also en- 
gaged in the sale in interstate com- 
merce of natural gas so transported to 
various purchasers for resale for ulti- 
mate public consumption for domestic, 
commercial, industrial, and other 
uses; and is a “natural-gas company” 
within the purview of the Natural Gas 
Act; 

(4) The rates and charges demand- 
ed, observed, charged, and collected 
by the respondents for the transporta- 
tion and the sales of natural gas in in- 
terstate commerce, set forth in find- 
ings Nos. (1) to (3), inclusive, to- 
gether with the rules, regulations, 
practices, and contracts, affecting such 
rates and charges, are subject to the 
jurisdiction of this Commission ; 

(5) Panhandle Eastern, Michigan 
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Gas, Illinois Natural (hereinafter re- 
ferred to collectively as “the respond- 
ents’), and Indiana Gas Distribution 
Corporation (hereinafter referred to 
as “Indiana Gas”) are under common 
control and ownership, and are operat- 
ed as a single, interconnected and in- 
tegrated system for the production, 
purchase, gathering, transportation, 
sale, and delivery of natural gas; 

(6) The actual legitimate cost be- 
fore depreciation, within the meaning 
of § 6(a) of the Natural Gas Act, of 
the respondents’ gas plant used and 
useful as of December 31, 1941, is not 
more than $78,814,292, as follows: 


Panhandle Eastern 

Illinois Natural 

Michigan Gas 

Ratha GAS is oo reicte: co. sais oie eee ss 
Pipe Line purchased from The 


Ohio Fuel Gas: ‘Co. 600006005 439,326 


$78,814,292 


The said actual legitimate cost of 
$78,814,292 gives effect to the acquisi- 
tion on February 6, 1942, by Panhan- 
dle Eastern of Michigan Gas and In- 
diana Gas and the purchase by Pan- 
handle Eastern from The Ohio Fuel 
Gas Company of a pipe line approxi- 
mately 33 miles in length extending 
eastward from a point near Muncie, 
Indiana, to a point approximately 24 
miles east of the Indiana-Ohio bound- 
ary; 

(7) The respondents’ accumulated 
depreciation reserve as of December 
31, 1941, totaling $12,596,987, as fol- 
lows: 

Panhandle Eastern $10,405,047 
Illinois Natural 502,976 


Michigan Gas 


Indiana Gas 26,998 


$12,596,987 
are accepted, for the purpose of these 
proceedings, as the accrued deprecia- 
45 PUR(NS) 


tion existing in the respondents’ oy 
plant as of December 31, 1941, ayj 
should be deducted from the actual 
gitimate cost of $78,814,292 in arriy 
ing at the rate base; 

(8) The sum of $920,000 is th 
proper and reasonable allowance fy 
working capital for the respondents: 

(9) The sum of $67,137,305 is the 
proper rate base for the purpose of 
these proceedings, as shown by the 
following tabulation: 

Actual legitimate cost of gas plant 


in service at Dec. 31, 1941 
Less: Accrued depreciation 


Actual legitimate cost less depre- 
ciation 
Working capital ... 


Rate base 


and the said rate base of $67,137,305 
reflects the actual legitimate cost of 
the respondents’ property as an assem- 
bled whole and an established plant in 
successful operation ; 

(10) An annual rate of return of 
not more than 64 per cent on the rate 
base of $67,137,305, or $4,363,923, 
is a fair and reasonable return to the 
respondents ; 

(11) The respondents’ consolidated 
gross operating revenues in 1941 to- 
taled $17,789,573 ; 

(12) The respondents’ total consol- 
idated 1941 operating expenses, as 
shown on their books (before Federal 
income and excess profits taxes), are 
accepted as the proper annual operat- 
ing expenses for the purpose of these 
proceedings, with the exception of 
$293,029 for amortizing a write-up in 
“gas sales and purchase contracts” and 
$6,000 of rate case expense; the 
amount so accepted is $7,237,496 ; and 
adding thereto Federal income taxes 
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of $1,093,768 makes the total annual 
consolidated operating revenue deduc- 
tions $8,331,264 for the purpose of 
these proceedings ; 

(13) The respondents’ 1941 con- 
solidated gross operating revenues, less 
deductions for proper operating ex- 
penses, exceed a fair return on the rate 
hase of $5,094,384, as shown by the 
following tabulation: 


Gross operating revenues | $17,789,573 
Operating revenue deductions .... 8,331,264 


$9,458,309 


I available for return 
are 4,363,925 


Fair return—63% of rate base ... 


Total available for rate reduction $5,094,384 


(14) The rates and charges made, 
demanded, or received by the respond- 
ents for or in connection with their 
transportation and sale of natural gas 
in interstate commerce for resale for 
ultimate public consumption are un- 
just, unreasonable, and excessive ; 

(15) The rates and charges of the 
respondents, after reflecting the reduc- 
tions hereinafter ordered, will be just 
and reasonable ; 

Therefore, the Commission orders 
that : 

(A) The rates and charges made, 
demanded, or received by the respond- 
ents for or in connection with their 
transportation and sale of natural gas 
in interstate commerce for resale for 
ultimate public consumption shall be 
so reduced as to reflect, when applied 
to respondents’ 1941 transportation 
and sales, a reduction of not less than 
$5,094,384 per annum below their 


1941 consolidated gross operating 
revenues of $17,789,573; 

(B) The respondents shall file on 
or before October 15, 1942, new sched- 
ules of rates and charges for or in con- 
nection with their transportation and 
sale of natural gas in interstate com- 
merce for resale for ultimate public 
consumption, which shall reflect the 
reduction in consolidated gross oper- 
ating revenues ordered in paragraph 
(A) above, which new schedules of 
rates and charges shall be effective as 
to all bills regularly rendered on or 
after November 1, 1942; 

(C) The Commission reserves the 
right to reject all or any part of such 
new schedules and in lieu thereof to 
prescribe any other schedules by fur- 
ther order; 

(D) On and after the effective 
date of the new schedules of rates and 
charges filed and made effective in ac- 
cordance with paragraph (B) above, 
the respondents shall cease and desist 
from making, demanding, or receiv- 
ing any rates and charges which do 
not reflect the reduction ordered in 
paragraph (A) above; 

(E) The record herein shall re- 
main open for such further proceed- 
ings as the Commission may deem 
necessary or desirable ; 

(F) This order shall not be con- 
strued as an acquiescence by this Com- 
mission in any estimates or determina- 
tions of original cost, or any valua- 
tion of property, claimed or asserted 
by the respondents. 
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SECURITIES AND EXCHANGE COMMISSION 


Re Community Power & Light 
Company et al. 


[File No. 70-282.] 


Re The United Light & Power 
Company et al. 


[File Nos. 59-11, 59-17, 54-25; Release No. 3666.] 


Consolidation, merger, and sale, § 18 — Acquisition by holding company subsidiary 
— Nonutility properties. 

1. Inclusion of steam properties as part of a proposed acquisition of proper- 
ties by a public utility subsidiary of a registered holding company was per- 
mitted as being reasonably appropriate until such business should be liqui- 
dated, where the steam-heating department would not, in all likelihood, 
be a continuing business because of its dependency upon a generating plant 
expected to be abandoned, p. 226. 


Consolidation, merger, and sale, § 33 — Acquisition by holding company subsidiary 
— Ice department. 
2. Continued ownership of an ice department, included in property to be 
acquired by a subsidiary of a registered holding company, was held not 
to be either necessary or appropriate to the public utility operations, and 
provision was made for disposition within one year from date of entry 
of order authorizing acquisition, p. 226. 


Consolidation, merger, and sale, § 18 — Acquisition by holding company sub- 
sidiary. 
3. Acquisition, by a subsidiary of a registered holding company, of electric 
utility assets of a public utility company adjoining a principal operating 
company designated by the holding company system as its single integrated 
system was approved, p. 226. 


Security issues, § 99-— Amount of bond issue — Subsidiary of holding company. 
4. Issuance and sale to an institutional purchaser, by a subsidiary of a 
registered holding company, of first mortgage bonds constituting approxi- 
mately 40 per cent of the issuer’s capitalization and 43 per cent of its net 
property account was approved as satisfying the requirements of § 7 of 
the Holding Company Act, 15 USCA § 79g, p. 226. 


Security issues, § 99 — Par value common stock — Capital ratio — Holding com- 
pany subsidiary. 
5. Issuance by a subsidiary of par value common stock to its immediate 


parent, a registered holding company, for cash, such equity constituting 
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approximately 60 per cent of the issuer’s total capitalization and being ac- 
quired by the parent as a means of financing acquisition by the issuer of 
utility assets adjacent to and interconncted with its single integrated public 
utility system, was approved as complying with the requirements of §§ 7 and 
10 of the Holding Company Act, 15 USCA §§ 79g, 79), p. 226. 


onsolidation, merger, and sale, § 24.1 — Disposal of assets to nonaffiliate — Hold- 
ing Company Act. 
6. Sale, by a subsidiary of a registered holding company, of electric utility 
and other assets to a nonaffiliated subsidiary company of a registered hold- 
ing company was approved as meeting the requirements of § 12(d) of the 
Holding Company Act, 15 USCA § 791(d), p. 226. 


Consolidation, merger, and sale, § 52 — Purchase price — Assets of holding com- 
pany subsidiary. 
7. A purchase price for the assets of a holding company subsidiary sold 
to a nonaffiliated subsidiary of another holding company (the result of 
arm’s-length negotiations) was approved when less than the net amount car- 
ried on the books of the vendor company, representing estimated original 
cost less depreciation reserve, and indicating an earning power of about 
16.5 times pro forma gross income or approximately a 6 per cent return 


Dsidiary on invested capital, p. 226. 
[July 16, 1942.] 
proper- ; , 
as per- PPLICATIONS and declarations under Holding Company Act 
e liqui- A relating to acquisition of assets and issuance of securities; 
lihood, approved subject to conditions. Time for consummation of 
g plant transactions extended an additional sixty days from September 
14, 1942, by Release No. 3795, September 14, 1942. 

sidiary 

j ¥ 
r to be APPEARANCES: Humes, Buck, poration (Continental), a registered 
ld not Smith & Stowell by Prescott R. An- holding company in The United 
y* hm drews, New York city, for the Com- Light and Power Company (Power) 

Y Bi munity Power and Light Company holding company system, and East- 

: and The Kansas Utilities Company, ern Kansas Utilities, Inc. (Eastern 
y sm Bet al; Thomas K. Humphrey and Kansas), a newly organized subsidi- 
Jectric WE W2"d =H. Bowers, Chicago, and ary of Continental, have filed joint 
slectric ‘ ; ak te 
rating Park Chamberlain, Washington, for and several applications and decla- 
grated fm lhe United Light and Power Com- rations with the Commission under 

pany, Continental Gas & Electric Cor- the Public Utility Holding Company 

upany. poration, and Eastern Kansas Utili- Act of 1935, seeking approval of the 
ofa Mg tics, Inc., et al.; Louis F. Davis and proposed acquisition by Eastern Kan- 
proxi- jm Lewis N. Evans, for the Public Utili- sas of a utility property adjoining the 


ts net 


7 of 


ties Division of the Securities and Ex- 
change Commission. 


By the ComMISssION: 


A. Introductory 
Continental Gas & Electric Cor- 


[15] 
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service area of Kansas City Power & 
Light Company, the principal operat- 
ing subsidiary of Continental, and re- 

lated transactions. 
The Kansas Utilities Company 
(Kansas Utilities), a subsidiary of 
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Community Power and Light Com- 
pany (Community), a registered hold- 
ing company, and Community have 
filed joint and several applications and 
declarations seeking approval of the 
sale of such property to Eastern Kan- 
sas, a nonaffiliate, and related trans- 
actions. 

The applications and declarations 
were consolidated for the purpose of 
hearing, and, after appropriate notice, 
a public hearing was held. The Com- 
mission, having considered the rec- 
ord, makes the following findings: 


B. Summary of Proposed Transactions 


[1-7] Continental has agreed to 
purchase the property of Kansas Utili- 
ties for the cash price of $2,300,000 
plus the amount of net current assets, 
except cash, as of the date of closing. 
The assets will be transferred by Kan- 
sas Utilities direct to Eastern Kansas, 
organized by Continental for this 
purpose. 

Eastern Kansas proposes to finance 
the acquisition through the sale of $1,- 
250,000 par value of its common stock 
to Continental for $1,500,000 cash 
and the sale of $990,000 principal 
amount of its first mortgage bonds to 
the Northwestern Mutual Life Insur- 
ance Company. This proposed financ- 
ing will provide sufficient funds for 
the purchase price and estimated work- 
ing capital requirements. 


C. Description of Properties to Be 
Acquired 


The proposed acquisition includes 


all the utility property and other x 
sets, except cash, of Kansas Utilitis 
consisting principally of facilities {, 
the generation,’ transmission, and ¢ 
tribution of electric energy to approxi 
mately 10,000 customers in the af 
joining counties of Allen, Anderso 
Bourbon, Coffey, Linn, Miami, \ 
osho, and Woodson in southeastey 
Kansas. Electric service is furnishe 
at retail to 18 Kansas communitie 
ranging in size from 160 to over 19 
000 population and to various sma 
rural areas. Fort Scott, the large 
community in the service area, is th 
headquarters of the company. 

Certain nonutility properties of 
Kansas Utilities will also be acquired 
These consist of an ice-making planj 
in Chanute, a refrigerating storag 
plant in Burlington and a steam-heat 
ing system, in Fort Scott, Kansas 
These properties contribute less tha 
2 per cent of the total operating reve 
nues of Kansas Utilities. 

The electric facilities proposed to be 
acquired are adjacent to the southem 
portion of the electric service area of 
Kansas City Power & Light Company, 
and are interconnected with the facil 
ties of that company at points in Mi- 
ami and Linn? counties, Kansas. 


Of the total energy generated and 
purchased in 1940 by Kansas Util 
ties, 43.8 per cent was generated by its 
steam and hydro plants, 32.3 per cent 
was purchased from Kansas City Pow- 
er & Light Company, and approxi- 
mately all the balance was purchased 





1Generating facilities consist of plants as 
follows: Fort Scott steam—1,650 kilowatts; 
Humboldt, internal combustion—1,760  kilo- 
watts; Burlington, hydro—232 kilowatts; and 
Neosho Falls, hydro—275 kilowatts, all in 
southeastern Kansas. 
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2 The power requirements of Hume-Sinclait 
Coal Mining Company, a Continental subsidi- 
ary, are furnished by Kansas Utilities through 
an interconnection in Linn county with the 
facilities of Kansas City Power & Light Com- 
pany. 
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from Kansas Gas and Electric Com- 
pany, a nonaffiliated company. 

Under the purchase contract, East- 
em Kansas will also acquire all the 
tights and obligations of Kansas Util- 
ities, including the lease from Mis- 
suri Utilities Company of distribu- 
ion facilities in Bates* and Vernon 
counties, Missouri; and the sale of 
power to Hume-Sinclair Coal Mining 
Company. 

Because of the proximity of the 
properties of Kansas Utilities to prop- 
erties of Kansas City Power & Light 
Company, including its principal gen- 
erating plants in Kansas City, Missou- 
ri, the purchasers have stated that the 
dectric utility facilities being acquired 
by Eastern Kansas can be operated in 
conjunction with the Kansas City sys- 
fem as a single interconnected and co- 
ordinated system resulting in advan- 
tages to the investors and consumers 
of both companies. 

The proposed acquisition is part of 
aprogram of The United Light and 
Power Company holding company 
system to acquire utility properties ad- 
jacent to the service area of Kansas 
City Power & Light Company, to the 


extent permitted under the standards 
of § 10° of the act, and to dispose of 
its interest in scattered properties lo- 
cated in south central Kansas, Okla- 
homa, and Texas,® as directed by our 
order of August 5, 1941.” 

The application of Eastern Kansas 
and Continental states that negotia- 
tions are in progress for the acquisi- 
tion of additional utility properties in 
eastern Kansas and western Missouri. 
Continental states that during the pe- 
riod required to effect such acquisi- 
tions, it is considered advantageous to 
maintain flexibility of corporate form, 
and, therefore, it is preferred to have 
the Kansas properties acquired by 
Eastern Kansas rather than by Kan- 
sas City Power & Light Company. 


D. Financial Details and Analysis 
1. Capitalization. 

The proposed capitalization of East- 
ern Kansas will consist of $990,000 
of first mortgage 34 per cent bonds, 
12,500 shares of $100 par value com- 
mon stock, and $250,000 of paid-in 
surplus. Thus the bonded debt will be 
equivalent to about 40 per cent of to- 
tal capitalization. Approximately the 
same ratio will exist between the bond- 





8A nonaffiliated company. 

4The energy requirements in Bates county 
are supplied in part by an interconnection with 
Kansas City Power & Light Company at the 
point of its interconnection in Miami county 
with the facilities of Kansas Utilities. 

5Among such standards is the requirement 
of § 10(c)(2), 15 USCA § 79j(c) (2), that 
the Commission shall not approve an acquisi- 
tion unless it finds that “such acquisition will 
serve the public interest by tending toward 
the economical and efficient development of 
an integrated public utility system.” 

6The United Light and Power Company, 
The United Light and Railways Company, 
and Continental Gas & Electric Corporation 
have filed joint applications and declarations 
with the Commission seeking approval of the 
Proposed sale of Continental’s investment in 
Panhandle Power & Light Company, Cimar- 
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ron Utilities Company and Guymon Gas Com- 
pany (which companies own and operate 
utility properties located in Oklahoma and 
Texas) to Community Power and Light 
Company. In recent findings and opinions 
and orders these proposed transactions have 
been approved by the Commission. 

7See Holding Company Act Release 2923. 
Continental has disposed of its interest in 
Kansas Power Transmission Company, Inc., 
which sold all its utility assets located in 
south central Kansas to Western Light and 
Telephone Company, a nonaffiliated company. 
In addition, Point Pleasant Water & Light 
Co., an indirect subsidiary of Continental, has 
disposed of a portion of its assets, consisting 
of its waterworks business, to the city of 
Point Pleasant, West Virginia and an appli- 
cation is now pending for approval of the sale 
of its remaining property to the Appalachian 
Electric Power Company. 
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ed debt and net property plus net cur- 
rent assets. 


Pro forma balance sheet of eastern 
Kansas. 
The pro forma balance sheet of 


Eastern Kansas, giving effect to the 
latest estimates of organization and 
bond issuance expense, is shown be. 
low as of December 31, 1941: 


Assets 


Property 


Electric property at estimated original cost 


Ice property at assigned value 
Heating property at assigned value 
Other physical property 


Organization expense 
Bond expense, less premium of $9,900 
Prepayments 


Tirst mortgage bonds, 34% due 3-1-67 
Common stock of $100 par value 
Paid-in surplus 

Current liabilities 

Reserve for depreciation 

Contribution for construction 


2. Property account. 
The property account and deprecia- 
tion reserve at December 31, 1941, are 


Property : 
Electric 
Original cost (Estimated) 
Acquisition adjustment account (100.5) 


Total electric 

Ice 
Physical property 
Intangibles 


Total ice 

Heating 
Physical property 
Intangibles 

Total heating 

Other physical property 


Total property 
Reserve for depreciation 


Net property 


$2,905,297 
shown below per the books of Kansas 
Utilities and as proposed to be record- 
ed by Eastern Kansas: 


Per Eastern 
Kansas 8 
(Pro Forma) 


Per Kansas 


Utilities Reduction 


$2,600,864 $2,600,864 


331,653 
$2,932,517 


$361,344 
38,456 


~~ $399,800 


$25,243 
9,243 


$34,486 
$8,038 


$3,374,841 
530,578 


$2,844,263 


$331,653 
$331,653 


336,344 
38,456 


$374,800 


$20,243 
9,243 


8,038 


$2,638,902 
338,902 


$2,300,000 














8 The accounts in which, and the amounts 
at which, the property acquired by Eastern 
Kansas will be recorded on its books, and 
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the amount of the depreciation reserve ap- 
plicable to such property, are subject to the 
jurisdiction of the Federal Power Commis- 
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Eastern Kansas proposes to record 
electric property at original cost as de- 
termined by a cost study prepared by 
Kansas Utilities, plus net additions to 
the end of 1941. The original cost 
study has been accepted for filing by 
the Federal Power Commission but 
has not yet been reviewed or approved 
by that Commission. None of the 
amount classified in the accounts of 
Kansas Utilities as Electric Plant 
Acquisition Adjustments (Account 
100.5) will be carried over to the 
books of Eastern Kansas. The ice 
and steam-heat properties are to be 
recorded at nominal values based on 
their earnings rather than at the 
amounts at which they are carried by 
Kansas Utilities. 


3. Depreciation reserve. 
Eastern Kansas proposes to record 
a depreciation reserve of $338,902 ap- 


plicable to the acquired properties.®* 
This reserve represents 12.8 per cent 
of gross electric and 13.5 per cent of 


depreciable electric property. It 
should be noted in this connection, that 
Eastern Kansas will begin business 
with a paid-in surplus of $250,000. 
This amount will be available for any 
proper corporate purpose, including 
write off of plant adjustment or trans- 
fer to depreciation reserve as may be 
required by any regulatory authority 
having jurisdiction. 


4. Earnings. 

The condensed income accounts for 
the year 1941 of Kansas Utilities and, 
on a pro forma basis, of Eastern Kan- 
sas are shown below: 

Eastern 
Kansas 
(Pro Forma) 
$702,1969 
3,902 
6,302 


Kansas 
Utilities 
Electric revenues .... 5 
Ice revenues 
Heating revenues ... 





Total operating 
revenues $712,400 
$150,971 10 


34,650 





Gross income 
Interest on long-term 
debt 


Other interest 12,558 





Net income 


Preferred dividends.. 24,500 





Balance $116,321 





The reported operating revenues and 
gross income of Kansas Utilities for 
the calendar years 1936 through 1941 
are as follows: 


Gross 
Income 
$206,430 

193,364 

174,890 

191,693 

195,144 

194,488 


Operating 
Revenues 
$689,808 


On the pro forma basis, the interest 
requirements on the proposed $990,- 
000 of first mortgage bonds will be 
covered approximately four and one- 
half times. 


5. Indenture provisions. 
The indenture securing the first 





sion. Our action in approving the proposed 
acquisition is without prejudice to the right 
of the Federal Power Commission or any 
other regulatory authority to require what- 
ever accounting changes may be necessary. 
Nor does our approval of the proposed trans- 
action or any finding in connection therewith 
constitute any determination or finding as to 
the original cost of the properties involved 
or of the adequacy of the amount designated 
as depreciation reserve. 
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8a See footnote 8. 

8 After allowing for estimated effect of rate 
reductions agreed to in connection with re- 
newal of Fort Scott franchise. 

10 The reduction of $8,366 in electric reve- 
nues and increase of $35,151 in Federal in- 
come taxes comprise the change in pro forma 
income. This pro forma gross income is, of 
course, subject to change by reason of any 
increase in Federal income tax rates. 
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mortgage bonds will be dated Septem- 
ber 1, 1942 and will contain protective 
provisions similar to those required to 
be included in indentures qualified un- 
der the Trust Indenture Act of 1939, 
and various other provisions, among 
which may be noted the following: 

1. The bonds will be secured by a 
first lien on all the physical property 
of the issuer, acquired from Kansas 
Utilities or thereafter acquired (sub- 
ject to permissible encumbrances and 
as otherwise provided in the inden- 
ture) excluding transportation and 
ice properties, gas and oil wells, and 
gathering lines connecting such wells 
to transmission pipe lines. 

2. Additional bonds may be issued 
up to 60 per cent of unfunded net 
property additions; and the net earn- 
ings restriction is equal to twice the 
annual interest requirements as speci- 
fied in the indenture. 

3. Provisions requiring the expen- 
diture each year for maintenance and 
replacement of the mortgaged proper- 
ty of an amount equal to 3 per cent of 
the average amount of the gross prop- 
erty account as specified in the inden- 
ture. 

4. A covenant that Eastern Kansas 
will not declare or pay any dividends 
on its capital stock unless the company 
has charged each year on its books 
as operating expenses for maintenance 
and repairs to, and depreciation of, 
the mortgaged property, not less than 
an amount computed at the rate of 3 
per cent per annum of the average 
amount of the gross property account 
for each calendar year or part thereof. 


6. Relation of purchase price to sy 
invested in and to earning capacit 
of the property to be acquired, 
As already noted, the proposed pur 

chase price of $2,300,000 is $544.26 
less than the net amount at which th 
property was carried on the books of 
the vendor company and represents 
the estimated original cost of the elec. 
tric property less a depreciation re. 
serve of $338,902 plus the nominal 
amounts assigned to the ice and steam 
heating and other property. 

The pro forma gross income of 
Eastern Kansas is estimated at $150. 
971. The purchase price of $2,300, 
000 plus organization expense estimat- 


ed at $15,000, and net current assets| 


and working capital estimated at 
$175,000 aggregate approximately 
$2,490,000, which will be the amount 
invested in the enterprise. This 
amount is equivalent to about 16.5 
times pro forma gross income or ap- 
proximately a 6 per cent return on the 
invested capital. 

On the basis of the pro forma in- 
come account, earnings of approxi- 
mately $116,000, for the year 1941, 
applicable to the proposed common 
stock investment of $1,500,000 by 
Continental, were equivalent to a re- 
turn of about 7.8 per cent. 

The record indicates that the sale 
was the result of arm’s-length negoti- 
ations. There are ‘no officers or di- 
rectors or other employees who are 
common to both systems, nor are there 
any interlocking relations of any kind. 

In view of all the circumstances in 
this case, we find that the considera- 





11 The indenture is not being qualified un- 
der the Trust Indenture Act of 1939; it is 
exempted at this time from the necessity of 
qualification. It is, however, subject to the 
standards of the Public Utility Holding Com- 
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In applying these stand- 
ards, it is our policy to require, among other 
provisions, inclusion of protective provisions 
similar to those required to be included in 
indentures qualified under the 1939 act. 


pany Act of 1935. 
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tion to be paid by Eastern Kansas for 
the assets, and by Continental for the 
sock, is within reasonable limits and 
hears a fair relation to the sums in- 
yested in and to the earning capacity 
of the assets to be acquired, and ac- 
cordingly, we find that the require- 
ments of § 10(b) (2) are satisfied. 


7. Proposed plan of financing acquist- 
tion. 

Eastern Kansas proposes to finance 
the proposed acquisition and provide 
about $100,000 of working funds by 
the sale of $1,250,000 par value of 
common stock to Continental for $1,- 
500,000 cash ; and to sell to the North- 
western Mutual Life Insurance Com- 
pany, at private sale, $990,000 princi- 
pal amount of its first mortgage 34 
per cent bonds at 101 plus accrued in- 
terest to date of purchase. The bonds 
will be dated September 1, 1942, and 


mature September 1, 1967. No fees 
or commissions will be paid in connec- 


tion with the sale of the bonds. Since 
the total proceeds of the bond issue do 
not exceed $1,000,000 the sale is ex- 
empt from our Rule U—50 with respect 
to competitive bidding. The sale price 
of the bonds represents a money cost 
to the issuer of 3.44 per cent. We do 
not find this price unreasonable. 

The proposed issuance by Eastern 
Kansas of the 12,500 shares of $100 
par value common stock and the $990,- 
000 principal amount of first mort- 
gage bonds is subject to §§ 6(a) and 
7 of the act, 15 USCA 8§§ 79f(a), 
79g. We find that the common stock 
meets the standards of § 7(c) inas- 
much as it is a common stock having 
a par value, is without preference as 
to dividends, and is entitled to full 
voting rights. We also find that the 
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bonds meet the applicable requirements 
of § 7(c), since the bonds will be se- 
cured by a first lien on the physical 
property of the issuer. Both the com- 
mon stock and bonds appear to be rea- 
sonably adapted to the security struc- 
ture and earning capacity of Eastern 
Kansas and in all other respects we 
conclude that no adverse findings are 
necessary under § 7(d) of the act. 

The State Corporation Commission 
of Kansas has issued a certificate to 
Eastern Kansas permitting the issu- 
ance of the securities described and 
the transfer of franchises, licenses, 
leases, etc. Counsel for the company 
have filed an opinion stating that in 
all other respects all state laws have 
been complied with. 

The proposed acquisition of the 12,- 
500 shares of common stock of East- 
ern Kansas by Continental is subject 
to § 10 of the act. As earlier noted, 
the electric facilities proposed to be 
acquired by Eastern Kansas are adja- 
cent to the service area of the Kan- 
sis City Power and Light Company 
and the electric facilities of both com- 
panies are interconnected and their 
operation can be codrdinated. Some 
operating savings will be realizable im- 
mediately and additional savings are 
estimated to be realizable from future 
developments in power supply and sys- 
tem operations. In the light of all the 
circumstances, we find that the pro- 
posed acquisition of the assets by East- 
ern Kansas and of the stock by Con- 
tinental will have the tendency re- 
quired by § 10(c)(2) of the act. We 
likewise conclude that no adverse find- 
ings are necessary under § 10(b) and 
that the other applicable requirements 
of § 10 are met. 

We express no opinion at this time, 
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however, as to the ultimate retainabil- 


ity of these properties under common 
control with other properties (other 
than the Kansas City properties) of 
The United Light and Power Com- 
pany holding company system under 
the standards of §11(b)(1), 15 
USCA § 79k(b) (1). 


7a. Description of nonutility assets 
being acquired. 

The steam-heating facilities in- 
cluded in the proposed purchase con- 
sist of a district heating system in 
Fort Scott distributing steam to 
twenty-two customers in the down 
town business district. The required 
steam is supplied from the Fort 
Scott electric generating station. An 
engineering study in the record states 
that it is cheaper to purchase power 
than to operate the Fort Scott gen- 
erating station; that on account of 
its location the plant has no future 
possibilities for expansion; and that 
it is being operated presently only as 
a standby plant and to supply steam 
during the winter months; further, 
that if another source of purchase 
power were made available at Fort 
Scott, the Fort Scott plant would prob- 
ably be closed down and the heating 
system abandoned. Since these fac- 
tors indicate that there is a likelihood 
that the steam-heating department will 
not be a continuing business because 
of its dependency upon the generating 
plant, and in view of the nominal 
amount assigned to the property and 
the other circumstances described, we 
will permit the inclusion of the steam 
properties as part of the proposed 
acquisition as being reasonably appro- 
priate until such business is liquidated. 
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The continued ownership of the ice 
department also being acquired does 
not appear to be either necessary or 
appropriate to the public utility oper. 
ations of either Eastern Kansas or 
Continental; these companies haye 
consented to the inclusion in our order 
of a provision directing disposition of 
the ice department within one year 
from the date of entry of the order. 


8. Effect of sale on community; use 
of proceeds. 

Community has filed a compreher- 
sive plan pursuant to the requirements 
of § 11(b)(1) of the act.” This 
plan, briefly described, provides for 
the divestment by Community of all of 
its properties except those forming an 
integrated public utility system in the 
vicinity of the Panhandle section of 
Texas and such properties as may be 
retained and operated in connection 
therewith under the provisions of § 11 
(b)(1) of the act. To date, Com- 
munity has disposed of all of its prop- 
erties in the states of Missouri, Ne- 
braska, and South Dakota and part of 
its properties in the state of Arkan- 
sas. The proposed sale of the proper- 
ties to Eastern Kansas is an addition- 
al step in the program of compliance 
with § 11(b)(1) of the act. 

The proceeds of the proposed sale 
will be used by Kansas Utilities to re- 
deem all of its outstanding first mort- 
gage bonds in the principal amount of 
$1,901,000, such bonds being owned 
by Community, and in payment of its 
other obligations, including an open 
account indebtedness of $199,000 ow- 





12 See Re Community Power & Light Co. 


a? Holding Company Act Release No. 
1. 
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ing to Community. The funds re- 
maining after the payment of these 
obligations will be distributed to the 
preferred stockholders, all owned by 
public, of Kansas Utilities as a liqui- 
dating dividend. It is estimated that 
the funds availabe for this purpose 
will not be sufficient to pay in full the 
par value of this preferred stock plus 
accrued dividends and, accordingly, 
Community will make a donation to 
Kansas Utilities of an amount suffi- 
cient to make such payment in full. 
Since nothing will remain available for 
the common stock, Community, who 
owns it all, will not receive anything 
for its interest in such common stock. 

Substantially all funds to be received 
by Community as a result of the above 
described application of the proceeds 
of the sale will be paid to the trustee 
under the indenture securing Com- 
munity’s 5 per cent collateral trust 
bonds in accordance with the provi- 
sions of the indenture and will be used 
primarily to retire such bonds. 

The sale by Kansas Utilities of its 
utility and other assets and the use of 
the proceeds by Kansas Utilities and 
Community are subject to §§ 12(c) 
and 12(d), 15 USCA §§ 79/(c), (d), 
and Rules U-42 and U—44 of the act. 
We find that the transactions by Kan- 
sas Utilities and Community, as here- 
inbefore set forth, are in accordance 
with the applicable sections of the act 
and the rules thereunder. 


E. Fees and Expenses 


Organization, legal, and related ex- 
penses by Eastern Kansas are estimat- 
ed at approximately $15,000; expen- 
ses in connection with issuance of the 
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bonds are estimated at approximately 
$12,000. There are no other fees, 
commissions, or similar charges to be 
paid in connection with either the sale 
or the purchase of the property or se- 
curities involved. The expenses of 
Community and Kansas Utilities have 
not been estimated separately for this 
transaction, for the reason that these 
companies considered this sale as part 
of the more comprehensive § 11(e) 
plan heretofore referred to. The ex- 
penses of Community and Eastern 
Kansas will, therefore, be examined 
in that proceeding and to the extent 
necessary, jurisdiction will be reserved 
for that purpose. We find that the 
estimated amounts of expenses of 
Eastern Kansas, aggregating $27,000, 
are not unreasonable. 


F. Conclusions 


For reasons previously set forth we 
find that the applicable requirements 
of the act and the rules are satisfied. 
We accordingly permit the declara- 
tions to become effective and grant the 
applications according to their terms, 
subject to the provisions of Rule U-24 
and to the inclusion of a provision in 
our order directing disposition of the 
ice properties within a year. 

An appropriate order will issue. 


ORDER 


Continental Gas & Electric Corpo- 
ration, a registered holding company 
and a subsidiary of The United Light 
and Power Company, and Eastern 
Kansas Utilities, Inc. (a newly organ- 
ized company), having jointly filed 
with the Commission applications and 
declarations designated as ‘“Applica- 
tion No. 9” pursuant to §§ 6, 7, 9, 
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10, 11, and 12 of the Public Utility 
Holding Company Act of 1935 and 
the applicable rules thereunder with 
respect to the transactions necessary 
to enable Eastern Kansas Utilities, 
Inc. to acquire the public utility and 
other assets of The Kansas Utilities 
Company and also to enable Conti- 
nental Gas & Electric Corporation to 
acquire the common stock of Eastern 
Kansas Utilities, Inc.; and Commu- 
nity Power and Light Company, a 
registered holding company, and its 
subsidiary, The Kansas Utilities Com- 
pany, having jointly filed applications 
and declarations pursuant to the pro- 
visions of § 12 of the act and the ap- 
plicable rules thereunder to enable 
The Kansas Utilities Company to sell 
its utility and other assets and to ap- 
ply the proceeds of such sale to the re- 
demption of securities outstanding, 
and payment of its debt ; and the above 
described applications and declara- 
tions having been consolidated for the 
purpose of a hearing; and 

A public hearing having been held 
after appropriate notice and the Com- 
mission having considered the record 
in this matter and having made and 
filed its findings and opinion herein; 
and 

The Commission deeming it appro- 
priate in the public interest and in the 
interest of investors and consumers to 
grant said applications and to permit 
said declarations to become effective 
pursuant to the applicable sections of 
the act and rules thereunder ; and 

The Commission having found with 
respect to said applications and decla- 
rations under §§ 9 and 10 of said act 
that no adverse findings are necessary 
under § 10(b) and § 10(c)(1) of 
said act and that the transactions have 
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the tendency required by § 10(c) (2) 
of the act and with respect to §§ 12 
(c) and 12 (d) and Rules U-42 ang 
U-44 that the applicable requirement; 
thereof are met; 

It is hereby ordered pursuant to the 
applicable provisions of said act and 
the applicable rules thereunder, subject 
to the terms and conditions prescribed 
in Rule U-24, that the applications 
and declarations with respect to the 
transactions therein described be and 
are hereby granted and permitted to 
become effective respectively ; 

It is further ordered that Eastern 
Kansas Utilities, Inc. shall dispose of 
all its interest in its ice and cold stor- 
age business within one year from the 
date hereof ; and 

It is further ordered that Eastern 
Kansas Utilities, Inc. be and is hereby 
made a party to these proceedings to 
the extent necessary to enable it to 
join in said Application Number 9 and 
for the purpose of obtaining authority 
to consummate the transactions in 
which it has an interest. 


Order Extending Time in Which to 
Comply with Previous Order 


The Commission having heretofore 
on the 16th day of July, 1942, entered 
an order (printed herewith) approv- 
ing Application Number 9 filed by 
Continental Gas & Electric Corpora- 
tion and Eastern Kansas Utilities, Inc., 
permitting the acquisition by Eastern 
Kansas Utilities, Inc., of the assets of 
The Kansas Utilities Company, the is- 
suance and sale by Eastern Kansas 
Utilities, Inc., of $990,000 principal 
amount of its first mortgage bonds to 
The Northwestern Mutual Life Insur- 
ance Company, and the issuance of 
12,500 shares of the common stock of 
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Eastern Kansas Utilities, Inc., to Con- 
finental Gas & Electric Corporation; 
and 

Continental Gas & Electric Corpo- 
ration and Eastern Kansas Utilities, 
Inc., having filed an application on 
September 9, 1942, requesting that the 
60-day period prescribed by Rule U- 
24 in which to comply with said order 
of July 16, 1942, be extended for an 
additional period of sixty days from 
September 14, 1942; and 

The sale of assets by The Kansas 
Utilities Company being involved in 
the plan of integration and simplifica- 
tion of Community Power and Light 


Company and its subsidiary compa- 
nies, which it is represented, cannot 
be consummated within the period of 
sixty days following the entry of the 
order dated July 16, 1942; and 

The Commission having considered 
the matter, and deeming it appropri- 
ate in the public interest and in the in- 
terest of investors and consumers to 
grant said extension of time; 

It is hereby ordered that the time 
for the consummation of the transac- 
tions authorized by our order of July 
16, 1942, be, and the same is hereby 
extended an additional sixty days 
from September 14, 1942. 





UNITED STATES CIRCUIT COURT OF APPEALS, 
SEVENTH CIRCUIT 


Natural Gas Pipeline Company 


of America et al. 


Vv. 
Federal Power Commission et al. 


[No. 7454.] 
(129 F(2d) 515.) 


Reparation, § 43 — Equitable principles governing award. 
1. A court having jurisdiction of a fund to be distributed to consumers 
following an unsuccessful attack by a gas company upon a rate reduction or- 
der must apply equitable principles and produce and accomplish results 


which are fair and equitable, p. 236. 

Reparation, § 42 — Award of interest. 
2. Gas companies which have unsuccessfully, although in good faith, con- 
tested an order of the Federal Power Commission to reduce rates are charge- 
able with interest from the date they receive moneys in excess of those al- 
lowed by the Commission, p. 236. 

Reparation, § 42 — Award of interest — Rate. 
3. A fair rate of interest on amounts to be refunded to consumers for ex- 
cess charges collected during litigation over a rate reduction order was fixed 


at 2 per cent, p. 236. 
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Reparation, § 39 — Expense of making refund — Wholesale gas company. 
4. Natural gas companies required to refund charges collected in excess of 
those allowed by a Commission order, pending review of the order, should 
not be charged with the expenses of distributing the fund when they did 
not deal with the consumers, although the gas sold was known by them ty 


be for the consumers who would 


ultimately pay the bill for it, p. 237, 


[June 26, 1942.] 


ROCEEDINGS relating to distribution of funds following af- 
Pr firmance of rate reduction order of Federal Power Commis- 
sion; questions relating to interest and expense of refund deter- 


mined. See also (1942) 129 F(2d) 515, 45 PUR(NS) 


For decision by United States Supreme Court resulting in instant 
proceedings, see (1942) 315 US 575, 86 L ed —, 42 PUR 


(NS) 129, 


APPEARANCES: J. J. Hedrick, of 
Chicago, Ill., and S. A. L. Morgan, 
of Amarillo, Tex., for petitioners; 
Wm. S. Youngman, Richard J. O’- 
Connor, George Slaff, and Daryal A. 
Myse, all of Washington, D. C., for 
Federal Power Commission; George 


F. Barrett, of Chicago, Ill., for Illi- 
nois Commerce Commission. 

Before Evans and Kerner, Circuit 
Judges. 


Per CurtAM: The court has had 
under consideration the distribution 
of the funds which the petitioners 
must pay pursuant to the order of the 
Federal Power Commission, approved 
by the Supreme Court on the 16th 
of March, 1942, 315 US 575, 86 L ed 
—, 42 PUR(NS) 129, 62 S Ct 736. 
Among other questions there are two 
which relate to, or bear upon, the 
amount which petitioners should pay. 
The principal sum is not in question, 
but there is a dispute over the require- 
ment of interest upon the sums due 
from the petitioners, as well as the ex- 
penses incident to distributing the re- 
fund among consumers or other par- 
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62 S Ct 736. 
¥ 


ties, which the court may find are en- 
titled to receive said refund. 

[1] Our guide is the case of United 
States v. Morgan (1939) 307 US 183, 
83 L ed 1211, 29 PUR(NS) 47, 59 
S Ct 795. We have jurisdiction of 
the fund, and are compelled to see to 
its distribution. In ascertaining what 
the order should be, as well as the costs 
of distributing this amount, we are 
directed by this case to apply equita- 
ble principles and to produce and ac- 
complish results which are fair and 
equitable. 

[2, 3] In reaching the conclusion 
as to interest, we are impressed by the 
argument that the Commission ordered 
the petitioners to reduce the charges 
they were making to the utilities by 
the sum of $3,750,000 per annum. 
Petitioners failed to comply with that 
order but wished to review it in the 
courts. They failed to get a modifica- 
tion or change in said order in the 
courts, although their proceedings 
were admittedly in good faith and not 
for the sake of delay or for the use 
of moneys which they were collecting 
under the old rates. It is our opinion 
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that under the circumstances _ they 
must be chargeable with interest from 
the dates they received the moneys and 
upon the amounts they received in ex- 
cess of the order made by the Power 
Commission. 

Guided by the requirement that our 
action should reflect justice and equi- 
ty, we think a fair rate of interest un- 
der the circumstances, considering the 
times, is 2 per cent. 

[4] Under the facts in this case, we 
are unable to say that the petitioners 
should be charged with the expenses 
of the distribution. They did not deal 


with the consumers, although the gas 
they sold was known by them to be 
for the consumers who would ulti- 
mately pay the bill for it. The public 
utility was merely a conduit whereby 
the natural gas, mixed with other gas, 
was to be delivered to the consumers, 
who were to pay a price therefor, 
fixed by the utilities, after approval by 
the Illinois Commerce Commission. 
Under all the circumstances we do not 
believe that it would be equitable or 
just to require the petitioners to pay 
any of the expenses incident to the 
distribution of said fund. 
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Re Puget Sound Power & Light Company 


[Project No. 943, Opinion No. 78.] 


Valuation, § 139 — Overheads — Interest during construction — Construction 
period. 
1. Interest on construction costs of a federally licensed power project should 
not be allowed for the entire construction period provided by the license, 
where the licensee deliberately prolonged construction over the entire peri- 
od, but should be allowed only for the period during which the licensee, by 
due diligence and prudence, could have completed the project, p. 240. 


Valuation, § 150 — Taxes during construction — Original cost determination — 
Power project. 
2. Taxes during construction of a federally licensed power project should 
not be allowed for the entire construction period provided by the license, 
where the licensee deliberately prolonged the construction over the entire 
period, but should be allowed only for the period during which the licensee, 
by due diligence and prudence, could have completed the project, p. 240. 


Valuation, § 143 — Preliminary expenses — Investigation of project site. 


3. The original cost of a federally licensed power project should not include 
the cost of investigating various streams other than the one on which the 
project was built, where the sites investigated are still available for develop- 
ment, their flow being unaffected by the construction of the project, p. 242. 


Accounting, § 12 — Suspense account — Cost of investigating project site. 


4. The cost of investigating power project sites should be carried in a sus- 
pense account until the sites are developed or definitely abandoned, such cost 
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having been disallowed as part of the original cost of a power project on the 
ground that the sites were still available for development, and their floy 
was unaffected by construction of the project, p. 242. 


Valuation, § 143 — Preliminary expenses — Cost of power requirement study. 


5. The cost of making a study of the power requirements of the system of 
a Federal licensee should be disallowed as part of the original cost of , 
power project, p. 242. 


Valuation, § 139 — Interest during construction — Original cost determination — 
Power project. 
6. A reasonable rate of interest to be allowed for use of a Federal licensee's 
own funds during construction of a power project must be determined for 
valuation purposes where none of the licensee’s permanent financing can 
be specifically earmarked as applicable to this project only, p. 242. 


Valuation, § 140 — Interest during construction — Original cost determination — 
Power project. 
7. Simple interest at the rate of 6 per cent was held to be a reasonable rate 
for use of a Federal licensee’s own funds during construction of a power 
project, p. 242. 


Valuation, § 139 — Interest during construction — Original cost determination — 
Power project. 
8. Credit for interest earned on a Federal licensee’s unexpended funds in 
banks was disallowed in determining the original cost of a power project 
where the Federal Power Commission’s allowance for interest was com- 
~~ on monthly expenditures rather than advances to the contractor, 
p. 242. 


Valuation, § 168 — Capital charges — Bonus to employees — Original cost. 
9. Bonus payments representing the distribution of an affiliated construction 
company’s profits should be excluded from the original cost of a federally 
licensed power project, p. 245. 


Valuation, § 168 — Capital charges — Cessation salaries — Original cost deter- 
mination. 
10. Cessation salaries paid by an affiliated construction company to its field 
construction employees in the intervales between jobs should be included in 
the original cost of a federally licensed power project, p. 245. 


Valuation, § 145 — Business acquisition expense — Original cost — Power 
project. 
11. Rental and other expenses of branch offices of an affiliated construction 
company maintained to contact existing and prospective.clients and to de- 
velop new business do not represent overhead costs on a federally licensed 
power project, since the affiliate is assured of licensee’s business, p. 245. 
Valuation, § 168 — Executive salaries — Original cost — Power project. 
12. Executive salaries representing new business expense, advertising ex- 
pense, and payments for publicity of an affiliated construction company, 


must be disallowed as part of the original cost of a federally licensed power 
project because of the affiliation, p. 245. 


Valuation, § 168 — Entertainment and traveling expenses — Original cost — Pow- 
er project. 
13. Entertainment expenses, traveling expenses which include the cost of 
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moving employees of an affiliated construction company and their families 
between jobs and branch offices, and the annual retainer paid to a technical 
school, should be excluded from the original cost of a power project, 
p. 245. 
Valuation, § 232 — Nonutility business — Original cost — Power project. 

14. Losses resulting from the operation of orchards located on power proj- 
ect lands pending their disposition are properly chargeable to the cost of the 
project, but the licensee must debit or credit the project cost with the net 
result of its orchard operations in subsequent years, p. 247. 


Valuation, § 129 — Administration expense — Original cost — Power project. 
15. An arbitrary charge of 2 per cent on all federally licensed power proj- 
ect charges to cover the licensee’s general administrative expenses was im- 
proper for cost determination purposes, p. 248. 


Valuation, § 168 — Losses from bank failure — Original cost — Power project. 
16. A net loss suffered by a Federal licensee as the result of a bank failure 
should be allowed as part of the original cost of a power project where the 
funds on deposit belonged to the licensee, were used solely for project con- 
struction purposes, and were reasonably necessary to meet current needs, 
but additional liquidating dividends should be credited to project cost as 
they are received, p. 248. 


Valuation, § 147 — Rental of transmission line -— Original cost — Power project. 
17. Rental for use of a transmission line in furnishing construction power to 
a federally licensed power project, prior to the date when the line was includ- 
ed under the license by amendment, should be excluded from the original cost 
of the project, p. 249. 

Valuation, § 139 — Interest during construction — Original cost — Power project. 
18. Interest during construction of a federally licensed power project should: 
be allowed on expenditures relating to use of a transmission line furnishing 
construction power to the project, prior to the date when the line was in- 
cluded in the license by amendment, to the same extent as if the line had 
been initially licensed, p. 249. 


Valuation, § 153 — Power used in project construction — Original cost — Power 
project. 
19. The cost of power furnished to a federally licensed power project from 
licensee’s system during construction, based upon a study using reproduction 
cost less accrued depreciation as the rate base, should be excluded from the 
— cost of the project, the results of such study not being proof of cost, 
p. 249. 


[July 28, 1942.] 


| aware to determine actual legitimate original cost of 
power project; determination of cost made. 


¥ 


APPEARANCES: William E. Tucker, Charles V. Shannon, and F. R. Bell, 
and Charles D. G. Breckinridge of for the Commission. 
Mudge, Stern, Williams and Tucker, 
for the licensee; Charles M. Goetz, By the Commission: This mat- 
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ter involves the determination, under 
§ 4(b) of the Federal Power Act, 16 
USCA § 797(b), of the actual legiti- 
mate original cost as of May 31, 1933, 
of the Rock Island Project No. 943 
of the above-named licensee. 

The project is located on the Colum- 
bia river in the state of Washington 
approximately 145 miles downstream 
from the Grand Coulee project and 
310 miles upstream from the Bonne- 
ville project. It was constructed in 
accordance with plans previously ap- 
proved by us and includes a compara- 
tively low dam, of which the power 
house forms an integral part. The in- 
itial installation was 60,000 kilowatts 
of a contemplated ultimate capacity of 
150,000 kilowatts. Two 110-kilovolt 
transmission lines connecting the pow- 
er plant with licensee’s system are in- 
cluded under the license as amended. 

On January 21, 1930, we issued a 
license for the construction and oper- 
ation of this project to Washington 
Electric Company, a wholly owned 
subsidiary of the licensee. On June 
30, 1931, the license was transferred, 
with our approval, to the present li- 
censee. 

Following completion of construc- 
tion, licensee filed its initial cost state- 
ment, claiming $15,904,514.57 as the 
actual legitimate original cost of the 
project as of May 31, 1933. After an 
accounting examination and engineer- 
ing analysis, the Commission’s staff 
prepared a report in which $3,133,- 
144.82 of the claimed cost was sus- 
pended for further consideration and 
the balance was recommended for ap- 
proval. Following service of the staff 
report and licensee’s protest thereto, 
hearings were held before a trial ex- 
aminer during March, 1939. Briefs 


45 PUR(NS) 


have been filed by counsel for license: 
and counsel for the Commission, 


Amounts not Suspended — $12,771. 
369.75. 
The Commission’s staff recom. 

mends that expenditures totaling $12. 
771,369.75, which were not suspend. 
ed in the staff report, are proper 
charges to the fixed capital accounts 
of the project. Upon consideration of 
the evidence of record, including the 
staff’s recommendation, this amount 
cf $12,771,369.75 is allowed. 

The $3,133,144.82 balance of the 
claimed cost which was suspended in 
the staff report will be disposed of aft- 
er a determination of the construction 
period. 

Construction Period 


There is no dispute that June |, 
1927, marks the beginning of the pre- 
liminary development period since 


from this date forward project activi- 
ties show fair continuity.’ 

[1, 2] There is a real dispute, how- 
ever, as to the date when interest dur- 
ing construction, taxes, and related 
items should cease as project charges. 
Until the middle of 1931 construction 
progress indicated completion of the 
Rock Island development by August 
1, 1932. The transmission line was 
completed and in operation by Novem- 
ber of 1931. Generating Units 1 and 
2 were first placed in operation in No- 
vember and October, 1931, respective- 
ly. After test periods and correction 
of defects, they were available for de- 
pendable operation by the spring of 
1932. To this extent the project was 
an operating unit of licensee’s system 
as early as April, 1932. 


1Cf. Re Alabama Power Co. 1 Fed PC 25, 
41, PUR1932D, 345. 
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Following the business recession of 
1929-1930 there was a sharp falling 
off of demand. The project, contem- 
plated as necessary to meet the antici- 
pated growth of demand after August 
of 1932, was not required to meet the 
system load. When this became ap- 
parent, licensee took steps to retard the 
construction program. It directed the 
manufacturers to postpone delivery of 
generator parts and other equipment. 
Units 4 and 3 were not put into opera- 
tion until October and December of 
1932. The result was to prolong con- 
struction activities until January 21, 
1933, the final date fixed in the license 
for completion of the project. 

Licensee contends that its acts were 
in conformance with sound business 
principles, that the completion date 
met the requirements of the license and 
therefore interest during construction 
should be allowed for the entire period 
to January 21, 1933. With this we 
are unable to agree. The effect of the 
deliberate delay in construction was 
to increase project cost and to post- 
pone the necessity of paying project 
fixed charges from revenues of licen- 
see’s system. We cannot permit op- 
erating losses due to idle installation 
to be capitalized as a construction cost. 
While we make every effort to require 
conservative planning and reasonable 
expenditures by a licensee, the act does 
not guarantee a return on the invest- 
ment in a licensed project.2 Moreover, 
the license prescribes the maximum, 
not the minimum, period which may 
be utilized in project construction. In- 


terest during construction, taxes, and 
related charges are to be allowed for 
the period during which licensee, by 
due diligence and prudence, could have 
completed the project.® 


The U. S. Army Engineer proposed 
a series of dates for the cessation of 
interest and taxes, November 30, 
1931, for the transmission line, June 
1, 1932, for one half of the power 
plant and other principal works, and 
January 1, 1933, for the balance. The 
Commission engineer was of the opin- 
ion that for the purposes of determin- 
ing interest, taxes, and related charg- 
es during construction, the date of 
June 1, 1932, should be adopted for 
the entire project. 

After a full consideration of the 
evidence of record, we conclude that 
with due diligence the project could 
have been made available for the use 
intended at least by July 31, 1932. The 
delayed construction program affect- 
ed only generating Units 3 and 4. 
July 31, 1932, would have permitted 
the installation of all units and a rea- 
sonable test period for Units 3 and 4 
had they been installed when contem- 
plated.* After eight months’ exper- 
ience with Units 1 and 2 only a nomi- 
nal test period for the identical Units 
Nos. 3 and 4 should have been neces- 
sary. We are opposed to any capacity 
allocation of construction expenditures 
as suggested by the U. S. Army En- 
gineer ® and July 31, 1932, is fixed as 
the end of the construction period for 
the entire project, including the trans- 
mission lines. 





2Cf. Re Chelan pon ge Co. (1933) 1 Fed 
PC 91, 97,2 PUR(NS) 408. 

8Cf. Re Alabama Power Co. supra, foot- 
note 1. Re Clarion River Power Co. (1935) 1 
Fed PC 269, 287. 
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4Cf. Re Portland General Electric Co. 
(1934) 1 Fed PC 161, 172, 173. 

5 Cf. Re Chelan Electric Co. supra, foot- 
note 2, 
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Suspension No. 1—Salaries and Ex- 
penses of Licensee’s Seattle and 
Wenatchee Offices, Pre-License— 
$24,987.07. 


We allow this item which represents 
an apportionment to this project of 
certain salaries and expenses of licen- 
see’s Seattle and Wenatchee offices 
during the pre-license period from 
June, 1927, to December, 1929, inclu- 
sive. The use of signed monthly time 
reports as the basis of apportionment 
was reasonable. The resulting project 
charges were equitable and have been 
recommended for allowance by the 
staff. The amounts here claimed as 
construction cost were credited to li- 
censee’s operating expenses, those 
which had been credited to suspense 
accounts prior to 1930 being credited 
in that year to operating expenses. 
Such an adjustment does not consti- 


tute a reaccounting as capital expendi- 
tures of amounts previously recorded 
as operating expenses.® 


Suspension No. 2—Investigating Oth- 
er Streams—$30.538.06. 


[3, 4] This amount is an appor- 
tionment to the project of the cost of 
investigating various streams in the 
state of Washington, other than the 
Columbia river on which this project 
is built, during the period from Feb- 
ruary, 1923, through April, 1929. We 
disallow this charge since the record 
shows that the sites investigated are 
still available for development, their 
flow being unaffected by the construc- 
tion of this project. Such cost should 
be carried in a suspense account until 


the sites investigated are developed or 
definitely abandoned.” 


Suspension No. 3—Study of Power 

Requirements—$28,174.33. 

[5] We also disallow this item 
which represents an apportionment to 
the project of the cost of making a 
study, during the period from July, 
1926, through March, 1929, of the 
power requirements of licensee’s sys- 
tem for the next ten years. Such sur- 
veys are system expenses, one of the 
necessities of alert management, but 
are not part of actual legitimate origi- 
nal cost of this project. 


Suspension No. 4—Interest during 
Construction, Pre-License — $10,- 
701.82. 

Suspension No, 119—lInterest during 
Construction, Post-License — $1,- 
662,363.69. 

Suspension No. 120—Interest Earned 
on Hydro Construction Funds — 
($3,804.90). 

Suspension No, 207—Interest during 
Construction, Transmission Line— 
$153,832.20. 

Suspension No. 208—Interest Earned 
on Transmission Line Construction 
Funds— ($409.68). 

[6-8] These suspensions question 
the amounts claimed by licensee for 
interest during construction. They 
are discussed together because their 
disposition depends upon (1) the base 
upon which interest is to be computed, 
(2) the period for which interest is 
to be allowed, (3) the rate of interest, 
and (4) the method of computing in- 
terest.® 





6 Cf. Re Northwestern Electric Co. (1940) 
Opinion No. 56, 36 PUR(NS) 202, affirmed 
Northwestern Electric Co. v. Federal Power 
Commission, 125 F(2d) 882, 43 PUR(NS) 
140, decided Feb. 13, 1942. 
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7 Re Clarion River Power Co. supra, foot- 
note 3, at p. 296. 

8Re Florida Power Corp. (1937) 1 Fed 
PC 390, 402; Re Lexington Water Power Co. 
(1937) 1 Fed PC 430, 437. 
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We need consider only the last two 
elements since the first of the above- 
named elements is dependent upon the 
total claimed expenditures, other than 
interest, allowed by us as proper proj- 
ect cost and the second we have deter- 
mined to be from June 1, 1927, to July 
31, 1932, inclusive. 

None of licensee’s permanent fi- 
nancing can be specifically “‘ear- 
marked” as applicable to this project 
only. We must therefore determine 
a reasonable rate of interest to be al- 
lowed for use of licensee’s own funds 
during construction.* Upon consid- 
eration of all evidence of record, in- 
cluding the cost of money studies in- 
troduced by licensee and the staff, we 
find that 6 per cent simple interest is a 
reasonable rate for use of licensee’s 
own funds. Simple interest at the rate 
of 6 per cent per annum is, therefore, 
allowed for each month during the pe- 
tiod from June 1, 1927, to July 31, 
1932, inclusive, computed upon one- 
half of that month’s net approved proj- 
ect costs (exclusive of interest) plus 
the accumulated net total of approved 
project costs (exclusive of interest) 
for previous months.” 

Suspensions 4, 119, and 207 are ac- 
cordingly disposed of by allowing $7,- 
682,28, $1,122,564.25, and $104,- 
564.84 and disallowing $3,019.54, 
$539,799.44, and $49,267.36, respec- 
tively, 

Since our allowance of interest is 
computed on monthly expenditures 


rather than advances to the contractor, 
we disallow the $3,804.90 and $409.68 
credits for interest earned on unex- 
pended funds in bank, represented by 
Suspensions Nos. 120 and 208, re- 
spectively.” 


Suspension No. 5—Stone & Webster 
Engineering Corporation 100 Per 
Cent Overhead on Certain Salaries, 
Pre-License—$23,957.11. 

Suspension No. 121—Stone & Web- 
ster Engineering Corporation 64 
Per Cent Construction Fee, Hydro 
Plant— $663,328.64. 

Suspension No. 122—Stone & Web- 
ster Engineering Corporation Fixed 
Fees—$43,600.00. 

Suspension No. 209—Stone & Web- 
ster Engineering Corporation 64 
Per Cent Construction Fee, Trans- 
mission Line—$68,900.33. 


These engineering fees were ques- 
tioned by the staff for determination 
of the portion representing profit to 


licensee’s affiliate, Stone & Webster 
Engineering Corporation.” Such de- 
termination is the sole issue presented 
by the suspensions, the affiliation be- 
ing undisputed and licensee having 
recognized at the hearing that the 
amount to be allowed under our deci- 
sions ® cannot exceed actual cost to 
the affiliated contractor. 

For preliminary engineering serv- 
ices on this project the contractor 
charged its traveling and incidental 





9Cf. Re Chelan Electric Co. 1 Fed PC 102, 
108, PUR1933E, 332. 

10 Cf. Re Safe Harbor Water Power Corp. 
(1935) 1 Fed PC 230, 254; Re Northern 
States Power Co. (1936) 1 Fed PC 329, 349. 

11 Cf. Re Florida Power Corp. supra, foot- 
note 8, at p. 404. 

These items represent the contractor’s 
overheads and profit and are in addition to 
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salaries, materials, and other costs of the con- 
tractor which were charged direct to this 
project. 

18 Re Alabama Power Co. 1 Fed PC 25, 31, 
PUR1932D, 345; Re Chelan Electric Co. su- 
pra, footnote 9; Re Louisville Hydro-Electric 
Co. (1933) 1 Fed PC 130, 136, 1 PUR(NS) 
454; Re Lexington Water Power Co. supra, 
footnote 8, at p. 473. 
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expenses,"* direct salaries,” plus 100 
per cent of the direct salaries to cover 
overhead of its Boston office. The 
charge for overhead amounting to 
$23,957.11 was questioned by Suspen- 
sion No. 5. For constructing the 
hydro plant the contractor received a 
63 per cent fee which amounted to 
$663,328.64 and is represented by Sus- 
pension No. 121.% The contractor 
was also paid fixed fees of $40,500, 
$1,700, and $1,400, respectively, for 
acquiring lands and rights of way, op- 
erating the orchards, and operating the 
plant during the construction period.” 
These fees, totaling $43,600, are ques- 
tioned by Suspension No. 122. Final- 
ly, the contractor received a 64 per 
cent fee for building the transmission 
line. This fee amounted to $68,900.33 
and is represented by Suspension No. 


209. 


To determine the portion of these 


Suspension No. 


fees representing actual cost to the 
contractor, an audit of its books was 
made by a firm of accountants’® em- 
ployed by licensee for that purpose. 
Their examination disclosed that dur- 
ing the period from January 1, 1928, 
to May 31, 1933, the recorded expen- 
ses of the contractor’s Boston office to- 
taled $22,200,222.24 and _ included 


$12,109,489.05 of payrolls charged 
direct to this and other projects and 
$10,090,733.19 of overheads. For 
the purpose of determining cost in this 
proceeding the auditors reduced the 
overheads to $9,493,172.30 by elimi- 
nating Federal income taxes, inter- 
company profit in Boston office rent 
and certain miscellaneous items. 

The adjusted overheads of $9,493 - 
172.30 were then prorated monthly to 
this and other projects on the basis of 
the direct payroll charged to each. 
This resulted in $623,685.10 of the 
overheads being allocated to this proj- 
ect and in the opinion of the auditors 
that amount represented the cost to 
the contractor of rendering consulting 
engineering and construction services 
on this project. 

At the hearing licensee adjusted its 
claim in accordance with the auditors’ 
findings as follows: 


Revised 
Claim 


$15,467.13 
545,905.80 
62,312.17 


$623,685.10 


Originally 
Claimed 
$23,957.11 
663,328.64 
43,600.00 
68,900.33 


$799,786.08 


Waived 
$8,489.98 


161,022.84 
6,588.16 


$176,100.98 








However, an audit of the contrac- 
tor’s books by the Commission exam- 
iner of accounts indicated that addi- 
tional items should be eliminated from 
the contractor’s overhead before it is 
prorated to this and other projects to 
determine actual cost for purposes of 
this proceeding. These items which 
totaled $3,630,683.72 for the years 





14The charge for traveling and incidental 
expenses amounting to $25,740.52 was not sus- 
pended by the staff. 

15 The charge for direct salaries amounting 
to $24,131.61 was not suspended by the staff. 

16 The contract under which this fee was 
paid was originally signed by licensee’s sub- 
sidiary, Washington Electric Company, and 
was assigned to licensee on July 1, 1931, after 
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the license had been similarly transferred on 
June 30, 1931. 

17 These fees were in addition to $856- 
096.01, $28,079.34, and $35,422.82 charged to 
the project as costs incurred by the con- 
tractor in acquiring the lands and_ rights, 
operating the orchards, and operating the 
plant during construction, respectively. 

18 Hereinafter referred to as the “auditors. 
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1928 to 1932, inclusive,” require brief 
discussion. 


Contingent Salaries 


[9] In addition to their regular sal- 
aries, certain officers and employees of 
the contractor were paid contingent 
salaries which amounted to $1,502,- 
347.15 during the years 1928 to 1932, 
inclusive. These bonuses were not 
distributed to the employees generally 
but were limited to a selected few.” 
Moreover, such payments were ‘“‘meas- 
ured by a percentage of the net earn- 
ings of the corporation.”’ Upon con- 
sideration of all the evidence of rec- 
ord we must conclude that these pay- 
ments represented the distribution of 
profits and no portion of the same can 
be allowed in the actual legitimate 
original cost of this licensed project. 


Cessation Salaries 


[10] During the years 1928 to 
1932, inclusive, the contractor paid a 
total of $300,091.88 as cessation sal- 
aries to various classes of its field con- 
struction employees in the intervals 
between jobs. We concur in the staff’s 
recommendation and approve such pay- 
ments as a necessary overhead cost of 
the contractor.” 


Investigation Expense 


[11] This item which totaled $1,- 
104,720.20 for the period in question 
consists principally of rent and other 
expenses of branch offices” which were 
maintained to contact existing and pro- 


spective clients and develop new busi- 
ness. Such charges do not represent 
overhead costs on this project since the 
contractor, because of the affiliation, 
was assured of licensee’s business. 


Other New Business Expenses 
[12] The $49,616.77 of executive 


salaries representing new business ex- 
pense, the $466,149.63 of advertising 
expense, and the $30,625.11 paid for 
publicity during this period must be 
similarly disallowed because of the af- 
filiation. 


Miscellaneous Items 


[13] Entertainment expenses 
which totaled $5,535.76 during the 
years 1928 to 1932, inclusive, cannot 
be reflected in the actual legitimate 
original cost of this licensed project.” 
The $58,401.60 of traveling expense 
which included the cost of moving 
employees and their families between 
various jobs and branch offices had no 
relation to this project.** This is also 
true of the $5,000 annual retainer paid 
to Massachusetts Institute of Tech- 
nology and the other items totaling 
$54,293.44 which were recorded as 
beneficial payments during this period. 
The miscellaneous items classified as 
employees’ welfare and totaling $49,- 
867.01 were similarly unrelated to this 
project. 

The lack of association with this 
project of the $2,000 paid in 1930 un- 
der a guaranty given on work per- 
formed in 1915-1917 for a rubber 





19The five months from January to May, 
1933, inclusive, are not included in this 
amount 
_ ®In 1930, only 122 of the 1,000 employed 
in the contractor’s Boston office received such 
Payments and the 6 highest paid received 
$162,926 which was approximately 80 per cent 
of their fixed salaries of $196,000. 

*1Cf. Re Lexington Water Power Co. 
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(1937) 1 Fed PC 430, 483. 

22 These branch offices were located in New 
York, Chicago, Philadelphia, Pittsburgh, San 
Francisco, Los Angeles, Seattle, and Paris, 
France. 

23 Cf. Re Safe Harbor Water Power Corp. 
(1937) 1 Fed PC 367, 371. 

24 Cf. Re Lexington Water Power Co. supra, 
footnote 21, at p. 457. 
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company is apparent. The $7,035.17 
of miscellaneous franchise and other 
taxes and fees were similarly unrelated 
to this project. 

We accordingly find that with the 
exception of cessation salaries, which 
we have approved, the items ques- 
tioned by the staff do not represent 
necessary and associated overheads for 
purposes of this proceeding. Deduct- 
ing these items from the recorded over- 
head, as adjusted by licensee’s audi- 
tors, and prorating the balance annual- 
ly to this and other projects on the 
basis of the direct payroll charged to 
each,** we find that $419,851 rep- 
resents the actual cost to the contractor 
of rendering consulting engineering 
and construction services on this proj- 
ect. This total consists of $9,129.55 
which we allow under Suspension No. 
5, $367,216.38 which we allow under 
Suspensions Nos. 121 and 122, and 
$43,505.07 which we allow under Sus- 
pension No. 209. The $14,827.56, 
$339,712.26, and $25,395.26 balances 


of such suspensions are disallowed. 


Suspension No. 6—Stone & Webster, 
Inc., Management Fees, Pre-Li- 
cense—$23 384.44 

Suspension No. 123—Stone & Web- 
ster Service Corporation Fees, Post- 
License—$73 049.64. 

Suspension No. 210—Stone & Web- 
ster Service Corporation Fees, 
Transmission Line—$5,303.29. 


During the prelicense period, licen- 
see paid a fixed percentage of its gross 


earnings to its affiliate, Stone & Web. 
ster, Inc., for management services in. 
cident to licensee’s system operations, 
On the basis of its Seattle office sal. 
aries licensee apportioned $23,384.44 
of such fees to this project and that 
amount is questioned by Suspension 
No. 6. 

For management services in con- 
nection with the development of this 
project between January 1, 1930, and 
July 31, 1931, Washington Electric 
Co., the then licensee, paid its affiliate, 
Stone & Webster Service Corpora- 
tion,” 1 per cent of its monthly charges 
to project capital accounts up to $100,- 
000 and # of 1 per cent of all such 
charges in excess of $100,000" 
These fees, amounting to $73,049.64 
on the hydro plant and $5,303.29 on 
the transmission line, are represented 
by Suspensions 123 and 210, respec- 
tively. 

The sole issue presented under these 
suspensions is the determination of 
the actual cost to Stone & Webster of 
rendering the management services in 
question. The affiliation is undisputed 
and for the purpose of establishing 
actual cost an audit of Stone & Web- 
ster’s books was made by the firm of 
independent accountants employed by 
licensee for that purpose. 

Their audit disclosed that during 
the period from January 1, 1927, to 
April 30, 1931, inclusive, the record- 
ed expenses of Stone & Webster Serv- 
ice Corporation® consisted of $3,931,- 
817.76 of payrolls, $719,220.59 of in- 





24a The overhead ratio for the year 1932 is 
used for the five months from January to 
May, 1933, inclusive. 

25 Stone & Webster Service Corporation 
was organized to take over the functions of 
the management division of Stone & Webster, 
Inc., as of July 1, 1929. 

26 On May 1, 1931, this contract was termi- 
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nated as to the transmission line but con- 
tinued as to hydro construction at one-half 
rates until July 31, 1931, when the present 
licensee, following the transfer of the license, 
began the 2 per cent charge for administra- 
tive expense discussed under Suspensions Nos. 
103 and 202, infra. ; 
27 References to Stone & Webster Service 
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lirect expenses, $231,299.55 of taxes, 
and $1,078,290.25 of other expenses, 
or a total of $5,960,628.15. 

The auditors eliminated Federal in- 
come taxes, intercompany profit in 
Boston office rent, and other items, to- 
taling $295,587.77, for purposes of 
this proceeding. However, the balance 
of $5,665,040.38, which the auditors 
considered to be cost, could not be seg- 
regated betweeen individual clients 
from the data on the Service compa- 
ny’s books. They accordingly comput- 
edan hourly rate for servicing expense 
on the basis of the aggregate working 
hours of division managers in each 
of the years in question. The hourly 
rate, thus derived, was applied to the 
estimated number of hours devoted to 
this project during the respective 
years by the division manager super- 
vising the same to determine the cost 
of rendering the services here under 
consideration. 

At the hearing licensee adjusted its 
claim to accord with the auditors’ find- 
ings as follows: 


Suspension No. 
6 


However, based upon the audit and 
report of the Commission examiner of 
accounts the staff recommends that 
expenses recorded as advertising, in- 
vestigation, entertainment, beneficial 
payments, employees’ welfare, travel, 
and publicity, and totaling $191,- 
770.04, should also be eliminated in 
computing the amounts to be allowed 
as cost in this proceeding. For the 


reasons stated with respect to similar 
items of the contractor’s overhead, we 
concur in the staff’s recommendation. 

Allocating the recorded expenses of 
the Service company, as thus adjusted, 
on the basis used by licensee’s auditors, 
we find that $57,441.28 represents the 
actual cost of rendering the manage- 
ment services. This consists of $16,- 
812.26 which we allow under Suspen- 
sion No. 6, $36,662.40 which we al- 
low under Suspension No. 123, and 
$3,966.62 which we allow under Sus- 
pension No. 210. The $6,572.18, 
$36,387.24, and $1,336.67 balances of 
these suspensions, respectively, are 
disallowed. 


Suspension No. 101—Net Loss from 
Operation of Orchards and Lands— 
$28,079.34 


[14] Orchards were located on cer- 
tain of the lands acquired for the proj- 
ect and licensee decided to operate 
these orchards pending their disposi- 
tion. The venture proved unsuccess- 
ful, resulting in a net loss as of May 
Revised 
Claim 
$17,477.45 


37,861.20 
5,303.29 4,123.80 1,179.49 


$101,737.37 $59,462.45 $42,274.92 


31, 1933, of $28,079.34 which is rep- 
resented by this suspension. 

Under the circumstances, the proj- 
ect site being in the heart of Wash- 
ington’s famous apple section, we 
think a continuance of the orchard 
operations was proper. Had a profit 
been nade, we would have insisted that 
it be credited to the project. The loss 
incurred is, therefore, a proper charge. 


Originally 
Claimed 
$23,384.44 

73,049.64 


Waived 
$5,906.99 
35,188.44 





Corporation include the Management Division 
of Stone & Webster, Inc., which performed 
the management services prior to July 1, 1929, 
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when they were assumed by the former which 
had been organized for that purpose. 
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The staff questioned the inclusion of 
real estate taxes after the end of the 
construction period in computing the 
cost of operating the orchards. How- 
ever, we are here determining the re- 
sult of nonproject operations and the 
end of the period during which inter- 
est and taxes will be allowed as proj- 
ect cost is not controlling. The $28,- 
079.34 questioned by this suspension 
is accordingly allowed provided licens- 
ee debits or credits project cost with 
the net result of its orchard operations 
in subsequent years.” 


Suspension No. 102—Salaries and Ex- 
penses, Licensee’s Seattle and Wen- 
atchee O ffices—$22,267.84. 

The $22,267.84 question by this sus- 
pension is identical to the charge ques- 
tioned by Suspension No. 1 and is al- 
lowed for the reasons there stated. 


Suspension No. 103—2% Charge for 
Licensee’s General Administrative 


Expense, 
$87,354.79. 
Suspension No. 202—2% Charge for 
Licensee’s General Administrative 
Expense, Transmission Line—$12,- 


044.48. 


[15] On June 30, 1931, licensee 
discontinued the practice of apportion- 
ing the salaries and expenses of its 
Seattle and Wenatchee offices, which 
we have approved under Suspensions 
1 and 102, and began charging an ar- 
bitrary 2 per cent on all of its project 
charges to cover its general adminis- 
trative expense. The $87,354.79 thus 


Hydro Post-License— 


charged to the hydro plant and th 
$12,044.48 charged to the transmi 
sion line were questioned by Suspen 
sions 103 and 202, respectively. 
We cannot approve such an alloca 
tion of general administrative expenst 
on the basis of arbitrary percentages, 
Licensee recognized this at the hearing 
and submitted a study, based upor 
time estimates which we consider ade 
quate under the circumstances, show. 
ing that the services which it rendered 
on the hydro plant and transmissio 


$43,842.08 and $11,888.46, respec 
tively. Licensee further claimed tha 
$29,249.30 should be allowed as ac: 
tual cost of services rendered by its 
affiliate, Engineers Public Service 
Company, Inc. This claim was predi- 
cated upon a study made by the audi- 
tors on the basis of time estimates, 
which we will also approve. 

We accordingly approve licensee's 
present claim and dispose of the $87. 
354.79 questioned by Suspension No. 
103 by allowing $73,091.38" and dis- 
allowing the balance of $14,263.41. 
Of the $12,044.48 questioned by Sus- 
pension No. 202, $11,888.46 is allowed 
and $156.02 is disallowed. 


Suspension No. 104—Loss Due to 
Bank Failure—$6,333.91. 


[16] This item represents a net loss 
suffered by licensee as the result of a 
bank failure. The record clearly 
shows that the funds on deposit be- 
long to licensee, were used solely for 
construction purposes, and were rea- 





28 Since May 31, 1933, licensee has carried 
its orchard operations in a suspense account 
which had a credit balance of $2,973.80 as 
of November 30, 1938. 

29 Re Louisville Hydro-Electric Co. (1933) 
1 Fed PC 130, 144, 1 PUR(NS) 454; Re 
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Alabama Power Co. Opinion No. 64, 41 PUR 
(NS) 449. 

80 This amount includes the $24,249.30 
found to be the cost of services rendered by 
Engineers Public Service Company, Inc., but 
presumably some portion of the same is at- 
tributable to the transmission system. 
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gnably necessary to meet current 
eds. Such a loss is an unavoidable 
hysiness expense and is allowed as a 
grt of project cost, provided addi- 
jonal liquidating dividends are cred- 
ited to project cost as they are re- 
reived.** 


Suspension No. 105—Transmission 
Line Rental—$7,660.68. 

Suspension No. 106—Power Fur- 
nished during Construction—$50,- 
045.76. 


[17-19] The rental charge of $7,- 
660.68, represented by Suspension No. 
105, for use of the transmission line 
in furnishing construction power to 
the project prior to the date when the 
line was included under the license by 
amendment, is disallowed. However, 
interest during construction has been 
allowed on the transmission line ex- 
penditures to the same extent as if 
the line had been initially licensed. 

Licensee originally claimed $50,- 
045.76 as the cost of power furnished 
to the project from its system during 
construction. That amount was based 
upon a contract rate considered anal- 
ogous by licensee and was questioned 
by Suspension No. 106 to determine 
actual cost. At the hearing licensee in- 
creased its claim for this item to $62,- 
631.04, based upon a study using re- 
production cost less accrued deprecia- 
tion as the rate base. We must re- 
ject the results of such study as not 
being proof of cost.** Since the hear- 
ing licensee has filed the original cost 


studies required by our System of Ac- 
counts but their correctness has not yet 
been determined. Pending such de- 
termination, we will allow $47,846.62 
in accordance with the testimony of 
our staff engineer that the power fur- 
nished cost at least that amount.* In 
the event the original cost studies filed 
by licensee indicate a greater allow- 
ance should be made, a supplemental 
order can be adopted adjusting the al- 
lowance. With this qualification, Sus- 
pension No. 106 is disposed of by al- 
lowing $47,846.62 and disallowing 
$2,199.14. 


Suspension No. 107—Land E-xpendi- 
tures—$585. 


In the opinion of the U. S. Army 
Engineer $325 instead of $910 should 
have been paid for certain project 
lands, the difference of $585 being 
questioned by this suspension. The 
Commission engineer testified that, al- 
though the value of these lands when 
flooded might be nominal, the cost of 
acquiring title by condemnation would 
probably have been greater and he 
recommended allowance of this item. 
We adopt his recommendation and al- 
low the $585 as proper project cost. 


Suspension No. 108—Telephone Serv- 


ice between Stone & Webster's 
New York and Boston Offices— 
$283.70. 

Suspension No. 109—Traveling Ex- 
penses between Stone & Webster's 
New York and Boston Offices— 
$751.29. 





81 Since May 31, 1933, the effective date of 
the claimed cost statement, five additional 
dividends have been received and credited to 
ae thus reducing the net loss to 


8 Alabama Power Co. v. McNinch (1937) 
re : Saas 132, 21 PUR(NS) 225, 94 F(2d) 
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883 This includes $268.71 allowed as the in- 
cremental cost of power generated by the 
project and used for project construction sub- 
sequent to the date of commercial operation, 
Re Lexington Water Power Co. (1937) 1 
Fed PC 430, 459, 460. 
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Suspension No. 110—Miscellaneous 
Expenses Inapplicable to Hydro 
Project—$346.10. 

Suspension No. 201—Non-project 
Easements and Damages—$746.45. 

Suspension No. 203—Telephone Serv- 
ice between Stone & Webster's 
New York and Boston Offices— 
$19.85. 

Suspension No. 204—Traveling Ex- 
penses between Stone & Webster's 
New York and Boston Offices— 
$66.41. 


Suspension No. 205—Miscellaneous 
Expenses Inapplicable to Transmis- 
sion Line—$6.51. 


These items do not represent part 
of the actual legitimate original cost 
of this project, were waived by li- 
censee, and are accordingly disallowed. 


Suspension No. 111—Storage on Tur- 
bine Parts—$2,216.93. 

Suspension No. 112—Insurance on 
Turbine Parts—$1,004.50. 

Suspension No. 113 — Handling 
Charges on Generator Parts—$1,- 
668. 


Suspensions 111, 112, and 113 rep- 
resent charges for storage, insurance, 
and handling, respectively, of turbines 
and generator parts for Units 3 and 
4. These amounts were questioned 
on the ground that they might not have 
been incurred had there been no de- 


liberate delay in construction. The 
evidence indicates that $1,075 of Sus- 
pension No. 111 was attributable sole- 
ly to such delay and that amount is dis- 
allowed. The $1,004.50 and the $1,- 
668 questioned by Suspensions Nos. 
112 and 113, respectively, and the $1,- 
141.93 balance of Suspension No. 111 
represent necessary costs which would 
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have been incurred in any event an{ 
are therefore allowed. 


Suspension No. 114—F. P. C. Pro. 
Operation Charges on Hydro Plan; 
—$4,830.14. 

Suspension No. 115—State License 
Fees—$1,922.49. 

Suspension No. 118—Taxes—$8}. 
885.77. 

Suspension No. 206—F. P. C. Annual 
Charges on Transmission Line~ 


$95. 


These items were suspended pend- 
ing our determination of the con- 
struction period. In accordance with 
such determination Suspensions 114, 
115, 118, and 206 are disposed of by 
allowing $4,146.81, $1,454.88, $53- 
218.91, and $55.42; and disallowing 
$683.33, $467.61, $30,666.86, and 
$39.58, respectively. 


Suspension No. 116—Credit for Pow- 
er Produced during Construction— 
($22,416.98). 

Suspension No. 117—Cost of Produ- 
ing Power during Construction— 
$35,422.82. 


There is no dispute between licensee J 
and the staff that power generated by j 


the project during construction and 
delivered to licensee’s system had a val- 
ue of 3 mills per kilowatt hour. We 
accordingly dispose of the credit of 
$22,416.98 represented by Suspension 
No. 116 by allowing the portion, $11, 
672.94, which accrued prior to the end 
of the construction period and disal- 
lowing the $10,744.04 balance of such 
credit. 

There is also no dispute between li- 
censee and the staff with respect to the 
$35,422.82 claimed as cost of operat: 
ing the project during construction 
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and represented by Suspension No. 
117, Adjusting such charge in accord- 
ance with our determination of the 
construction period, $20,114.76 is al- 
lowed and $15,308.06 is disallowed. 


Conclusion 


Pursuant to the foregoing, we find 
that the actual legitimate original cost 
of this project as of May 31, 1933, is 
$14,769,685.29. An appropriate or- 
der will be issued in accordance with 
this opinion. 


ORDER 


Upon consideration of the matters 
of record with respect to the actual 
legitimate original cost of Project No. 
943, Puget Sound Power and Light 
Company, licensee, as of May 31, 
1933, and having on this date made 
and entered its Opinion No. 78, which 
is hereby referred to and made a part 
hereof by reference; and 

It appearing to the Commission 
that : 

The licensee, in its initial cost state- 
ment, filed with the Commission on 
"-ch 30, 1934, claimed $15,904,- 

7 as the actual legitimate original 

_ of this project as of May 31, 
1933 ; 

The Commission finds and deter- 
mines that: 

(1) The actual legitimate original 
cost as of May 31, 1933, of this proj- 
ect is $14,769,685.29 which is the to- 
tal of the amounts listed in Column 
(4) under the heading “Allowed” in 
the tabulation attached hereto as Ex- 
hibit “A” ; and said amount is allowed; 

(2) The amounts, totaling $1,134,- 
829.28 listed in Column (5) under the 
heading “Disallowed” in said tabula- 
tion, do not constitute part of the ac- 
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tual legitimate original cost of this 
project as of May 31, 1933; and said 
amounts are disallowed; 

(3) The corrective accounting here- 
inafter ordered is necessary and ap- 
propriate under the Federal Power 
Act to reflect on licensee’s books of 
account the Commission’s determina- 
tion of the actual legitimate original 
cost of this project; 

The Commission orders that: 

(A) The licensee establish and 
maintain control accounts with refer- 
ence to this project showing a total 
debit balance in its Fixed Capital Ac- 
counts beginning with an entry of 
$14,769,685.29 (being the total of the 
amounts listed in Column (4) under 
the heading “Allowed” in said tabu- 
lation) as the actual legitimate original 
cost of this project as of May 31, 
1933; 

(B) The licensee establish and 
maintain subsidiary accounts showing 
and substantiating all entries in such 
control accounts and classifying the 
total for fixed capital in appropriate 
detail and in accordance with the pro- 
visions of the Commission’s Uniform 
System of Accounts Prescribed for 
Public Utilities and Licensees revised 
to December 31, 1936; 

(C) The licensee remove from this 
project’s accounts and transfer to Ac- 
count 142, Preliminary Survey and 
Investigation Charges, for disposition 
in accordance with the Commission’s 
Opinion No. 78, the amount of $30,- 
538.06, listed in Column (6) under 
the heading, “Preliminary Survey 
and Investigation Charges” in said 
tabulation ; 

(D) The licensee charge the project 
electric plant accounts and concurrent- 
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ly credit the appropriate nonproject 
electric plant account with the amount 
of $801.60, listed in Column (7) un- 
der the heading “Nonproject Electric 
Plant” in said tabulation; and repre- 
senting the cost of a project easement 
erroneously charged to a nonproject 
account ; 

(E) The licensee remove from this 
project’s accounts and transfer to Ac- 
count 271, Earned Surplus, the 
amounts, totaling $1,105,092.82, list- 
ed in Column (8) under the heading 
“Earned Surplus” in said tabulation; 

(F) All amounts now carried in 
licensee’s asset accounts as part of 
the original charges to the cost of this 


project up to and including May 3), 
1933, and not otherwise disposed of 
by this order, and which do not rep. 
resent the cost of some physical prop. 
erty other than this project, shall he 
transferred from such accounts, both 
control and subsidiary, in which in. 
cluded, and the net amount thereof 
charged to Account 271, Earned Sw. 
plus, pursuant to and in accordance 
with the applicable provisions of said 
Uniform System of Accounts; 

(G) Within sixty days of service 
of this order, licensee comply with 
this order and execute and submit to 
the Commission FPC Form No. 76 
showing such compliance. 





MARYLAND PUBLIC SERVICE COMMISSION 


J. Purdon Wright 


Mayor and City Conseil of Baltimore 


[Case No. 4548, Order No. 38777.] 


Municipal plants, § 13 — Commission jurisdiction — Rates. 
1. The Commission has no jurisdiction to entertain a complaint by a water 
consumer against rates established by the city of Baltimore for water cor- 
sumers of the municipality outside of municipal limits, p. 253. 


Public utilities, § 56 — What constitutes — Municipal plants. 
2. Baltimore City is not a “water company” under the general provisions 
of the Public Service Commission Law although it furnishes water to cor- 
sumers inside and outside of municipal limits, p. 253. 


[September 22, 1942.] 
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WRIGHT v. BALTIMORE 


OMPLAINT against service charge imposed by municipality 
Cc upon water consumers outside of municipal limits; dis- 
missed. 


APPEARANCES: W. Frank Every, 
for the complainant; Wilson K. 
Barnes, for the respondent. 


By the Commission: A complaint 
was filed with this Commission by J. 
Purdon Wright, a resident of the Met- 
ropolitan District of Baltimore county, 
Maryland, against the mayor and city 
council of Baltimore, a municipal cor- 
poration. The complainant seeks to 
have this Commission pass an order 
after a proper investigation and hear- 
ing, directing Baltimore City either to 
discontinue imposing and collecting a 
service charge on its water consumers 
in Baltimore county, or impose a low- 
er service charge, and further, that 
this Commission direct Baltimore City 
to henceforth use all money collected 
from service charges solely and exclu- 
sively for servicing its aforesaid wa- 
ter supply system. 

The complaint states that Baltimore 
City, under legislative authority, has 
extended the city water system into 
parts of Baltimore county and is en- 
gaged in supplying city water to resi- 
dents and property owners in Balti- 
more county. 

Each consumer receives quarterly 
from the city two separate bills. One 
bill is a service charge which was 
originally $1.70 per quarter, but vari- 
ous reductions (the last in 1931) have 
brought the bill for this item down to 
$1.15 per quarter. The second bill is 


separate and distinct and is a charge 
for the water actually consumed, deter- 
mined by meter. 

It should be stated at the outset that 
no complaint is made regarding the 
second charge for water consumed, 
nor is there any allegation that the 
total of the two charges is unfair, ex- 
orbitant, or unreasonable. 

The service charge, about which 
complaint is made is allegedly deter- 
mined by the number of water consum- 
ers and the size of the meter. Accord- 
ing to Mr. Wright the service charge 
“is made and collected for the sole 
purpose of realizing funds sufficient 
to cover the cost of servicing that part 
of the respondent’s water plant and 
equipment as is used in supplying wa- 
ter” to consumers in the county. 

The complainant charges that the 
city has no right to make such a serv- 
ice charge, but if it has, then the charge 
is exorbitant and bears no true rela- 
tionship to actual cost of that part of 
the water plant and equipment used 
for Baltimore county customers. 

[1, 2] The mayor and city council 
filed a demurrer challenging the juris- 
diction of the Public Service Commis- 
sion on the ground that the municipal- 
ity is not a “water company” within 
the meaning of the Public Service 
Commission Law of Maryland, and 
that the Commission could only obtain 
jurisdiction when requested in writing 
by the county commissioners of Balti- 
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more county, and not by a consumer 
or customer. 

While the Commission is not bound 
by technical rules of evidence or proce- 
dure (Code, Art. 23, § 358) it was 
deemed advisable to treat the demurrer 
as a motion to dismiss, and according- 
ly the cause was set down for argu- 
ment. 

After careful consideration the Pub- 
lic Service Commission of Maryland 
holds that it has no jurisdiction to en- 
tertain this complaint, or hold hear- 
ings on the subject matter, or grant 
the relief prayed for in the bill of com- 
plaint. 

The Public Service Commission of 
Maryland was created by Chap. 380 
of the Acts of 1910. It exercises a 
statutory authority, and has no pow- 
ers save such as were expressly grant- 
ed to it by the legislature, and such im- 
plied powers as are necessary to en- 
able it to exert its express powers. 
(Northern C. R. Co. v. Public Service 
Commission [1914] 124 Md 141, 152, 
91 Atl 768; Public Service Commis- 
sion v. Philadelphia B. & W. R. Co. 
155 Md 104, PUR1928E 139, 141 
Atl 509.) 

It was decided in several cases by 
this Commission, based on opinions of 
its general counsel, that municipal wa- 
ter plants were not under the juris- 
diction of the Commission (5 Md 
PSC 632; 8 Md PSC 352; 6 Md 
PSC 380). Municipal _ electric 
plants were specifically brought 
under the jurisdiction of the Public 
Service Commission by Chap. 445 of 
the Acts of 1914. 

In 1922 two acts were passed by the 
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general assembly which must now he 
considered. The first is § 42 A of 
Chap. 181, codified as § 414, Art. 23 
Code of Public General Laws: and 
reads as follow: 


“Whenever the Commission shall be 
requested in writing by any county or 
municipal corporation of this state to 
fix or alter the rates that shall be 
charged for water supplied to persons 
or corporations within its county or 
municipal boundaries by any other 
county or municipal corporation, the 
Commission shall have as full jurisdic. 
tion and power to pass an order fixing 
or altering such rates as if the county 
or municipal corporation supplying 
such water outside its county or mu- 
nicipal boundaries were a ‘water 
company,’ as defined by this subtitle. 
Nothing contained in this section shall 
be construed to give said Commission 
jurisdiction to order or compel exten- 
sion of water service by such county or 
municipal corporation supplying water 
outside its cotinty or municipal bound- 
aries. And this section shall not apply 
to Allegany county.” 

This is the first grant of authority 
to the Public Service Commission giv- 
ing such jurisdiction, but it should be 
noted that the request must be “in 
writing by any county or municipal 
corporation.” Nowhere is jurisdiction 
given if the complaint be by a citizen 
or group of citizens. 

Chapter 289 of the Acts of 1922 
was also passed authorizing the county 
commissioners of Baltimore county to 
connect county water mains to city 
service and providing a method of de- 
termining the charges to be made. 
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“cc 


Section 2 of this act provides , 
the cost of delivering and of purifica- 
tion to be determined by the Public 
Service Commission of Maryland and 
to be subject to review and revision by 
the said Public Service Commission 
once only in every five years on ap- 
plication of the county commissioners 
of Baltimore county or the mayor and 
city council of Baltimore. Bins 

Section 6 provides: 

“That the distribution to consumers 
of water obtained under this act shall 
be by meters, and the rates said coun- 
ty commissioners shall charge for 
sich water shall be determined by the 
Public Service Commission of Mary- 
land and said Public Service Commis- 
sion is hereby vested with as full and 
complete jurisdiction to determine such 
rates as if said county commissioners 
of Baltimore county were a ‘water 
company’ as defined in Chap. 180 of 
the Acts of 1910.” 

It should be noted that it is the coun- 
ty commissioners of Baltimore county 
who are to be treated as a “water 
company,’ mot the mayor and city 
council of Baltimore. 

We find that the law applicable to 
the present situation is the act creating 
the Metropolitan District of Baltimore 
county, being Chap. 539 of the acts of 
1924. The pertinent sections are as 
follows : 

Section 5. “That the proper au- 
thorities of Baltimore City are hereby 
empowered, authorized and directed to 
make extensions of water supply lines 
for and in the Metropolitan District 
whenever and wherever requested in 
writing by the commissioners of Balti- 


more county. Such extensions shall 
be made at cost, and including a proper 
charge for overhead. The Public 
Service Commission of Maryland is 
hereby authorized and directed to re- 
view, upon application by the commis- 
sioners, the cost of making such ex- 
tensions, and the findings of the Public 
Service Commission shall be final ex- 
cept that there may be an appeal to the 
courts from such findings as is provid- 
ed by law in the case of other deter- 
minations by the Commission. 

In like manner in case of disagreement 
between the city of Baltimore and any 
individual, firm, or corporation as to 
the cost of any such service pipe made 
by said city for such individual, firm, 
or corporation, the Public Service 
Commission of Maryland shall review 
said cost upon application, and the 
findings of the Public Service Com- 
mission shall be final, except that there 
may be an appeal to the courts for 
such findings as is provided by law in 
case of other determinations by the 
Public Service Commission.” 

Section 6. “That as soon as water 
extensions have been constructed by 
the city of Baltimore in the Metropol- 
itan District, the operating control 
shall be in the hands of the proper au- 
thorities of the city of Baltimore, who 
shall establish water service rates for 
all consumers on such water lines, who 
shall bill and collect such water rates 
and shall maintain the water distribu- 
tion system in as good a condition, and 
the water service in as efficient a man- 
ner as the remainder of the water sys- 
tem owned and operated by the city of 
Baltimore. All the water service rates 
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established as above shall be first ap- 
proved by the Public Service Commis- 
sion of Maryland, subject to the same 
right of appeal to the courts as is pro- 
vided by law in the case of rates for 
public service corporations fixed by 
the Public Service Commission, before 
they may become effective under the 
requirements of this act.” 


If it should be held that Chap. 181 
of the Acts of 1922 is applicable, then 
it is clear from the very language 
of the statute that the request to fix or 
alter the water rates must come from 
the county or municipal corporation 
and clearly the complainant in this case 
does not come within this category. 
Chapter 289 of the Acts of 1922 creat- 
ing the Metropolitan District of Balti- 
more county would not aid the com- 
plainant because he seeks no relief 
against the county commissioners of 


Baltimore county and it is this political 
body which the act states shall be 
treated as a “water company.” 

It will be seen from Chap. 539 of 
the Acts of 1924 creating the Metro- 


politan District of Baltimore coun 
that there is nothing in the Metropoli- 
tan District Act or any subsequent ae 
of the general assembly which would 
confer upon an individual consumer 
any right to challenge the rate estab. 
lished by the city of Baltimore for wa. 
ter consumers outside of the municipal 
limits of Baltimore City. The proper 
authorities of the city of Baltimore 
with the approval of the Public Sery. 
ice Commission, have exclusive power 
to fix the water service rates involved 
in the case at bar. 

We hold further that Baltimore 
City is not a “water company” under 
the general provisions of the Public 
Service Commission law, and that 
there is no authority for the Public 
Service Commission to hear the pres- 
ent complaint. 

It follows that an order must be en- 
tered by the Commission, dismissing 
the complaint by reason of lack of ju- 
risdiction on its part to entertain the 
same. 
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There are plenty of reasons why Kuhlman 

distribution transformers stand up on the 
job. The use of the Kuhlman B. I. (Bent-Iron) 
core, the heart of this transformer, results in 
‘lower exciting currents, reduced weight and 
better all around operating characteristics. 
The tank is made of copper bearing steel to re- 
sist the havoc of rust and corrosion. Pockets for 


primary and secondary bushings are pressed 
into the tank to protect bushing seats from 
the weather. Primary and secondary bushings 
are both sturdily constructed to prevent break- 
ing. In fact, each component part of a Kuhlman 
distribution transformer is chosen for its ability 
to take more punishment than it will ever be 
subjected to in service. 
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NEVER BEFORE SO MUCH PRACTICAL 
HELP FOR ELECTRICAL ENGINEERS 
IN A SINGLE VOLUME... 


is the great standard reference work of all in the 
ical engineering profession or whose work in in- 

or engineering touches on this field. Its 2303 
s present a handy-reference compilation of prac- 
usable data from all fields of electrical engineer- 
practice, plus the most frequently required funda- 
al theory, units, and systems of measurement, made 
ndable by the work of more than 100 engineers, 
tists, teachers, and other authorities. 


thao HANDBOOK 
or 
ECTRICAL ENGINEERS 


Prepared by a Staff of 102 Specialists 


ARCHER E. KNOWLTON, Editor-in-Chief 
sociate Editor for Engineering, Electrical World 


dition, 2303 pp., 6x9, 1700 illus., 600 tables, $8.00 


greatly improved in size and make-up as well as 
matter—revised from end to end—with new 
rial, whole new sections added—more contributors 
Standard continues as the one indispensable 
ence tool of the electrical engineering profession. 


DESIGNED TO USERS" SPECIFICATIONS 


jous to revision, a large number of users of past 
ons were consulted as to what they would like the 
edition to be. As a result of their suggestions, this 
edition contains such improvements as more em- 
s on handy-reference compilation of usable facts, 
historical material, and more data about equip- 
, materials, and practices, more sources of in- 

standards, codes and specifications, and ex- 
panded index, as well 
as complete revision of 
subject matter to keep 
abreast of current prac- 
tice. 


7h EDITION 


y revised 


26 BIG SECTIONS 


OW Units and Conversion Factors 

mm Electric and Magnetic Circuits 

mG; Measurements 
Properties of Materials 
Circuit Elements 
Transformers, Regulators and Reactors 
Alternating-current Generators and Motors 
Direct-current Generators and Motors 
Rectifiers and Converters 
Prime Movers 
Power Plant Economies 
Power System Electrical Equipment 
Power Transmission 
Power Distribution 
Wiring Design — Commercial 

i Buildings 

— Illumination 
industrial Power Applications 
Electric Heating and ba 
Electricity in Transportatio 
a and Electrometalluray 
a 
Wire Telephony and Telegraphy 
Electronics and Electron Tubes 
Radio and Carrier Communication 
Codes and Standard Practices 
Electrophysics 


and industrial 








WHAT THE NEW STANDARD GIVES YOU 

—definitions, conversion factors, physical and math- 
ematical principles 

—accepted formulas and experimental data 

—bases of design of electrical equipment for com- 
mercial performance 

—principles and practice of assembling such ap- 
paratus into systems 

—criteria and results in applying electricity in va- 
rious industries, etc. 

—the information you want in the form you can use 
it, the means of avoiding errors, saving iime 
and trouble in procuring vital information, as- 
suring yourself of best results in handling a wide 
variety of problems. 





USE THIS CONVENIENT ORDER COUPON 


PUBLIC UTILITIES FORTNIGHTLY, Munsey Bidg., Washington, D. C. 


Please send me a copy of the new 7th edition of Standard Handbook for 
Electrical Engineers postpaid. 


cash. 


| enclose $8.00 in [) check [] money order 
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Equipment Notes 


Revere Incandescent Searchlight 


Revere Electric Mfg. Company, 2949 N. 
Paulina St., Chicago, announce the develop- 
ment of new dust, bug and weather-tight in- 
candescent searchlights for varied industrial 
use. Available with 12 and 18 inch lenses, these 
units are claimed to be particularly suited for 
protective lighting at public utilities, ordnance 
plants, industrial plants, bridges, oil storage 
yards, etc. They offer a 
multiplicity of mounting 
arrangements to suit any 
condition. 

A beam of high candle 
power is produced by a 
precision ground polished 
silvered glass reflector, as 
well as an accurate pol- 
ished metal secondary 
reflector for added effi- 
ciency. The.searchlights 
are designed for continu- 
ous operation with 1500 
watt lamps in the 18-inch 
size and up to 600 watts 
in the 12-inch size. Wat- 
tage of 2000 and 1000 can 
be used in the 18-inch and 
respectively, if used inter- 


services offered 


12-inch searchlights, 
mittently. 

Standard socket equipment is a Mogul pre- 
focus socket. Mogul screw or Mogul bi-post 
type can be had if desired. 

The housing of the Searchlight is formed of 
sheet steel and is designed to provide a rigid 
and strong enclosure. Furnished with heat and 
corrosive resisting durable paint, the housing 
is supported in a steel yoke attached to mount- 
ing base. 


Prevents Goggle Lenses from Fogging 

To help keep safety goggle lenses from fog- 
ging, American Optical Company of South- 
bridge, Mass., announces a new type of Anti- 
Fog Lens Pencil. 

The new compound, according to thorough 





DICKE TOOL COMPANY 
DOWNERS GROVE, ILL. 
Manufacturers of 
Pole Line Construction Tools 
They’re Built for Hard Work 











Industrial Progress 


Selected information about products, supplies and 
by manufacturers. c 
ments of new literature and changes in personnel. 


Also announce- 


laboratory tests, secures superior anti-fogging 
results for a longer period of time than former 
types, and thereby adds to the efficiency of men 
working in steamy surroundings. In addition, 
the pencil itself lasts longer without crystalliz- 
ing and crumbling. 

Adequate stocks insure immediate delivery, 
the optical concern states. 


M. S. A. Comfo Respirator with 
Plastic Filter Containers 


The Mine Safety Appliances Company an- 
nounces that in order to save metal for war 
production, the M. S. A. Comfo Dust Respira- 
tor has been re-designed with filter cases of 
black plastic. 

U. S. Bureau of Mines-approved, this well- 
known respirator now offers better appearance 
pius less resistance to air flow, according to 
the manufacturer. The new filter container 
units are thinner, with rounded edges, permit- 
ting better sidewise and downward vision. 

The re-designed plastic filter cases have high 
impact strength with no electrical conductivity, 
They are not affected by perspiration. 

Retaining every Comfo advantage of safety 
and comfort in dust protection, the field- 
proved plastic model has twin side-placed re- 
placeable filters of unusually large area. The 
unit is easy to clean and maintain, and is avail- 
able in types to meet various dust and mist 
conditions. 

Further details may be obtained from the 
Mine Safety Appliances Company, Braddock, 
Thomas and Meade Streets, Pittsburgh, Pa. 


Composition Reflector Fluorescent 
Fixtures for Industrial Lighting 

Sylvania Electric Products Inc., announces 
e‘ght new industrial fluorescent fixtures with 
composition reflectors. The manufacturer 


Sc 


HHF-208P, a typical four forty-watt lamp unit 
for continuous-row installations 


places the standard, full Sylvania fluorescent 
fixture guarantee on these units, and states that 
their reflection factor is even greater than that 
of porcelain enameled steel reflectors. 

Fixtures range in size from 100 to 300 
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Equipment Notes (Cont'd) 


watts, and are available for either individual 
cr continuous-row mounting. The reflectors 
are finished in Mira-coat baked white enamel, 
and the outside of the units in French gray. 
Complete with superior Sylvania Fluorescent 
Lamps and Mirastat starters, they are all ready 
to install and operate. Sylvania’s new adaptable 
slide-grip hangers for easier and better in- 
stallation included with all continuous row 
models. 


¥ 


Catalogs and Bulletins 


Ways to Conserve Life of 
Multiple V-Belt Drive 


The Engineering Research Bureau of the 
Multiple V-Belt Drive Association has pre- 
pared a book setting forth “23 Ways to Con- 
serve the Life of Your Multiple V-Belt 
Drives.” This book is the association’s con- 
tribution to’the rubber conservation movement 
and its purpose is to educate power users in 
the proper procedure of selection, installation 
and maintenance of their Multiple V-Belt 
Drives—in order to obtain the maximum life 
out of every V-Belt. 

This work is not an academic engineering 
handbook, but rather a primer on the subject, 
written ‘and illustrated in a simple, easy-to- 
understand manner. Copies may be obtained 
free of cost from the association at 140 South 
Dearborn St., Chicago. 


E. E. I. Bulletin 


A bulletin containing specifications for single 
tube seamless copper splicing sleeves has been 
prepared by the Edison Electric Institute. 

These “Specifications” are one of a series 
to be issued by the Transmission and Distribu- 
tion Committee of the Edison Electric Insti- 
tute, covering various materials used in line 
construction. They are intended to be used by 
member companies as an aid in preparing their 
own specifications for the purchase of these 
materials. Special requirements to meet indi- 
vidual needs may be added, but it is recom- 
mended that the provisions of these “Specifica- 
tions” be used in so far as is feasible, since they 
represent the consensus of a majority of the 
industry. 

It is believed that a general use of these 
“Specifications” will be of advantage to both 
user and manufacturer in promoting simplifi- 
cation,and uniformity of requirements and of 
products, 





70 MASTER-LIGHTS 
© Electric Portable Hand Lights. 
® Repair Car Spot and Searchlights. 
@ Emergency (Battery) Floodlights. 
CARPENTER MFG. CO. 


179 Sidney St., Cambridge, Mass. 
MASTER-LIGHT MAKERS 








G-E Bulletins 


Among the bulletins recently published by 
the General Electric Company, Schenectady, 
N. Y., are the following: Discharge Counter 
for Use with Lightning Arresters (GEA- 
3864) ; and The New G-E Forlamp Ballast © 
(GES-3033). 


Camouflage By Painting 

Recommendations for camouflaging struc- 
tures and equipment by painting, are con- 
tained in a new pamphlet issued by Subox, 
Incorporated, North Arlington, N. J. 

A largé part of the pamphlet is devoted to 
specific suggestions for camouflaging public 
utility properties. These include suggestions 
for camouflaging transmission lines, switch- 
ing stations, transformers and similar equip- 
ment as well as storage tanks, stacks, gen- 
erating plants, substations and office buildings, 


High Voltage Fuses 

Dry type double break power fuses types 
A-1, A-2, and A-3 are the subjects of a new 
bulletin No. 29 recently issued by Bowie 
Switch Company, San Francisco, Cal. 

Units covered in the bulletin have rat- 
ings of from 5 to 69 kv and 2 to 200 amperes, 
Sectional views of the fuses illustrate the 
method of extinguishing arcs, while graphs 
and oscillograms illustrate time-current and 
operating characteristics. Fuse holders are 
also shown. 


Fluorescent Ballasts 

Bulletin 421-FL, just published by the Jef- 
ferson Electric Company, Bellwood, IIl., con- 
tains current data on single, two-lamp and 
three-lamp ballasts for fluorescent lamps. 

Complete specifications, dimensions and wir- 
ing diagrams are given for the ballast. In 
addition, a description and illustrations of the 
company’s fluorescent lamp switches are in- 
cluded. 


bal 


Manufacturers’ Notes 


I.B.M. Appointment 

The appointment of Albert L. Williams to 
the position of comptroller of International 
Business Machines Corporation has been an- 
nounced by Thomas J. Watson, president. 

Before his transfer to. New York several 
months ago, Mr. Williams was a leading IBM 
sales representative in Washington, D. C. 
From May 1, 1941, to May 1, 1942, he was 
given a leave of absence to accept the post 
of chief of the production requirements 
branch of the Bureau of Priorities, WPB. 

Mr. Williams joined the IBM in 1936, 


Pa. Transformer Awarded 
Minute Man Flag 

At a ceremony attended by over 300 Penn- 
sylvania men and women, the U. S. Treasury 
Department recently awarded Pennsylvania 
Transformer Company the 10 per cent Minute 
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150,000 HP Francis Turbine 


for Grand Coulee Project 
(SHOP HYDROSTATIC TEST—230 LB. PER SQ. IN.) 


YDRAULIC TURBINE 
FRANCIS AND HIGH SPEED 
RUNNERS 
BUTTERFLY VALVES 
POWER OPERATED RACK RAKES 
GATES AND GATE HOISTS 
ELECTRICALLY WELDED RACKS 


Newport News Shipbuilding and Dry Dock Company 


(Hydraulic Turbine Division) 
Newport News, Virginia 
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Man Flag, indicating that 10 per cent of the 
company payroll is being put into War Bonds. 
Presentation of the flag was made by C. B. 
Nash, representative of the Treasury Depart- 
ment. 

W. E. Kerr, vice president of Pennsylvania 
Transformer Company and chairman of the 
program, opened the ceremony by reading a 
telegram from the Secretary of the Treasury, 
Henry Morganthau, Jr., and letters of con- 
gratulations from government officials. 

Samuel Horelick, president of the company, 


spoke of the part Pennsylvania transformers ° 


are playing in today’s war effort. 


Brady Heads Commercial Engineering 
at Westinghouse Electric 

David S. Youngholm, vice president, has an- 
nounced the appointment of Ralph R. Brady 
as manager of the commercial engineering de- 
partment, Westinghouse Electric and Mfg. 
Company’s, Lamp Division, Bloomfield, N. J. 
Mr. Brady succeeds D. W. Atwater, recently 
appointed manager of the-new illuminating en- 
gineering department. 

Mr. Brady brings to his new position more 
than 25 years of engineering experience. Fol- 
lowing the first World War, he became man- 
ager of the Electrical Testing Laboratories 
Bureau in Bloomfield. He joined the West- 
inghouse Lamp Division in 1929 as assistant 
test engineer and in 1934 was made head of 


all large lamp commercial activities, a position 
he held until his present appointment. 

Mr. Brady is affiliated with numerous na- 
tional organizations including the American 
Society of Naval Engineers, the Illuminating 
Engineering Society, the National Aeronautic 
Association, the American Transit Associa- 
tion, the Association of American Railroads 
and the American Legion. 


Firms Possessing Army-Navy, Maritime 
Commission Awards to be Honored 


Representatives of war plants possessing the 
coveted Navy “E”, the joint Army-Navy pen- 
nant and the Maritime Commission award for 
excellence in industrial production, will be 
honored during the War Congress of Ameri- 
can Industry that convenes in New York city 
December 2nd, 3rd and 4th, according to an an- 
nouncement by. the National Association of 
Manufacturers. 

William P. Witherow, president of the 
N.A.M., said the more than 500 firms honored 
by the three branches of the service had been 
invited to send an officer of the company and 
an employe representative to the Congress, 
The employe will be the man who received the 
lapel button on behalf of the workers when the 
Army-Navy made their award. The special 
ceremony honoring the companies whose pro- 
duction record exceeded schedule will be the 
first of its kind since Pearl Harbor. 

T. J. Hargrave, chairman of the program 





INSIST ON 
farsons 
Papers 


FOR YOUR 


Forms 
Records 
Stationery 


Superior Quality 
MADE FROM COTTON FIBERS 


PARSONS PAPER CO. 


HOLYOKE - MASSACHUSETTS 











DAVEY TREE TRIMMING SERVICE 


1846 1923 


JOHN DAVEY 


Founder of Tree Surgery 


Getting the Clearance 


Davey men can get plenty of 
clearance for your lines and do it 
in such a way that both the trees 
and the tree owners will be happy. 
Davey men do things the way you 
hope to have them done. 


Tree interference may aid the Axis 


KENT, O80) 


DAVEY TREE EXPERT CO. 


DAVEY TREE SERVICE 
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Save Critical Materials 





se this table as a guide 


Approximate Load in 
per cent of 55° C. Self- 


Permissible Top-Oil 


Cooled Rating Temperature 





or overloading 
ennsylvania 
bower Transformers 





100% 75°C 
115% 70°C 
129% 65°C 
142% 60°C 
154% 55°C 
166% 50°C 











HOW TO USE OVERLOAD-TEMPERATURE TABLE 


ith any continuous load shown in the first column 

it the table, the top oil temperature in the trans- 
omer should not exceed the corresponding value 
own in the second column. Intermediate values 
ay be obtained by direct interpolation. 


AMPLE: If a transformer, while carrying 100% 
oad, is found to have a top oil temperature of 
5° C., and it is desired to carry 29% overload 
on this transformer, additional cooling must be pro- 
ided to bring the top oil temperature down to 


65° C., when the transformer is carrying 129% 
load. 
eo 8 ®@ 


It is not always necessary to provide additional 
cooling in order to obtain additional capacity. Low 
ambient temperature, low load factor, and similar 
conditions will permit the transformer to be over- 
loaded to the extent shown in the table, as long 
as the corresponding permissible oil temperatures 
are not exceeded. 


ADDITION OF FORCED COOLING 


Increased rating may be obtained economically by the addition of forced-air-cooling 
fans, or forced-oil-cooling units. For information as to type, number, and size of 
fans and cooling units, you are invited to consult our Engineering Department. 


LIMITATIONS 


e above guide applies to Pennsylvania Power Transformers 
hich have been properly operated and maintained. The 
bil must be in good condition as indicated by dielectric 
trength and color. Samples of oil may be sent to our fac- 
ory where they will be tested without charge. 


fore applying overloads to transformers, a careful check 


should be made of the thermal capability of all associated 
equipment, such as circuit breakers, switches, current trans- 
formers, cables, meters and relays. Before exceeding 135% 
load on any transformer, it is recommended that advice be 
obtained from our Engineering Department as to any limita- 
tions involved, such as oil expansion, pressure in sealed- 
type units, bushing ratings, etc. 


TRANSFORMER COMPANY 
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Why dig through a 


PILE 
of Catalogs? 


Find the 
Fitting oo 
you need, 
quickly— 


in the COMPLETE line 


If you have a Penn-Union Catalog, you 
can instantly find practically every good 
type of conductor fitting. These few 
can only suggest the variety: 


Universal Clamps to take a 
large range of conductor sizes; 
R with 1, 2, 3, + or more bolts, 


L-M Elbows, with compression units 

giving a dependable grip on both con- 

ductors. Also Straight Connectors and 
Tees with same con- 
tact units. 


Bus Bar Clamps for installa- 
tion without drilling bus. Single 
and multiple. Also bus sup- 
ports—various types. 


way 4 Type Straight Connectors 
and Reducers, Elbows, Tees, Ter- 
minals, Stud Connectors, etc. 


Jack-Knife connectors for simple 

and easy disconnection of mo- 

tor leads, etc. Spring action— 
self locking. 
Vi-Tite Terminals for quick 
installation and easy taping. 
Iso sleeve type terminals, 
screw type, shrink fit, etc. etc. 


Splicing Sleeves, Figure 8 and Oval, seamless tub- 
ing—also split tinned sleeves. High conductivity 
copper; close dimensions. 

Preferred by the largest utilities and 
electrical manufacturers—because they 
have found that “Penn-Union” on a fit- 
ting is their best guarantee of Dependa- 
bility. Write for Catalog. 


PENN-UNION ELECTRIC CORPORATION 
ERIE, PA. Sold by Leading Jobbers 


| 
CONDUCTOR Le ee ei, 
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committee of the War Congress stated # 
ceremony would refocus industry’s part in # 
war and kindle keener competition amo 
managers to do their best. 

Speakers before the Congress will includ 
high ranking officers of the Army and Nay 
directors of governmental agencies dealin 
with war production and nationally prominen 
industrialists. 


A-C Personnel Changes 

Retirement of Dr. William Monroe White 
internationally known engineer and manage 
of the hydraulic turbine department of thd 
Allis-Chalmers Mfg. Company, has been an 
nounced by Walter Geist, Allis-Chalmerg 
president. At the same time, announcement 
has been made of the appointment of J. Fran 
Roberts, head hydraulic engineer of TVA, to 
sueceed Dr.- White as hydraulic department 
manager, and the selection of H. P. Binder a 
manager of the centrifugal pump department, 


Director Robertshaw Research 
Laboratory to Serve WPB 

S. G. Eskin, director of the Robertshaw Re- 
search Laboratory, has been appointed by Don- 
cld M. Nelson to serve as a “dollar-a-year” 
man on the War Production Board. Mr. 
Eskin has been assigned to the Industrial Con- 
servation section headed by Mr. Lessing 
Rosenwald and in the Specifications Branch. 

Charles K. Strobel has been appointed as- 
sistant director of the Robertshaw Research 
Laboratory to carry on the comprehensive te- 
search program under way. Mr. Strobel be- 
came a member of Robertshaw’s Research 
Laboratory in September, 1940. He has a broad 
background of experience, having spent two 
years in the Development Laboratory of the 
Western Electric Co., and nine years in the 
Research Laboratory of the Union Switch and 
Signal Co. He also spent five years on indi- 
vidual research for Westinghouse and the Uni- 
versity of Pittsburgh. 


Westinghouse Builds Two 
257-ton Transformers 

Two 257-ton electric transformers, each as 
big as a six-room house, have been built re- 
cently by Westinghouse Electric and Mfg. Co. 
for a utility company to step up electric power 
from 27,000 to 132,000 volts to handle power 
for a new aluminum plant. 

This five-fold voltage increase provides the 
most efficient transmission of power between 
the generating station and the aluminum plant, 
-xplained W. G. James, manager of the West- 
inghouse large power transformer engineering 
section. : 

Construction of the transformers required 
about 188 tons of structural steel, 111 tons of 
special core steel and 130 miles of copper wire 
weighing 29 tons. Placed inside the transform- 
er tanks to cool the electrical equipment and 
provide electrical insulation were 44,000 gal- 
lons of oil—enough ‘to fill eight average rall- 
road tank cars, Each transformer is 25 feet 
high, 39 feet long and 24 feet wide. 
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... when Grinnell Mulsifyre 


may save months of crippled service! 


It’s no easy matter, these days, to get 
placements or repairs of any oil trans- 
mer, generator or circuit breaker that 
goes up in smoke”. Delays created by 
uipment makers’ defense business may 
ean grief to you. 

Handicaps like this to your production 
cilities can now be prevented by equip- 
ng all oil-bearing devices with Grinnell 
ulsifyre . ++ an original development by 
ke pioneers of automatic sprinkler fire 
otection. It “kills” oil fires with water! 
The instant a Mulsifyre System is turned 





GRINNELL 


on, either manually or automatically, a 
driving spray of water strikes the oil... 
churns the surface into a non-flammable 
emulsion . . . snuffs out fire in a matter of 
seconds, to block any major damage. Simple 
... fast... positive! Within a few hours, 
the emulsion breaks down, separating the 
oil, unimpaired, from the water. 

Write for detailed folder on this remark- 
able fire protection system. Grinnell Co., 
Inc., Executive Offices, Providence, R. I. 
Branch offices in principal cities of the 
United States and Canada. 





Automatic Sprinkler Fire Protection 
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You Want the Efficiency of 
KINNEAR STEEL ROLLING DOORS 


And You Can Still Get It. . . in WOOD! 


You can get the efficient, space-saving coiling upward action of Kinnear 
Steel Rolling Doors in spite of wartime contingencies—in Kinnear Wood 
Rolling Doors. Their durability and service has been thoroughly proved 
on numerous installations for many years! 

Constructed of inter-lapped wood slats 

jointed with metal cables or tapes, they 

coil above the opening, remain out of 

the way and out of reach of damage, re- 

quire no usable floor, wall or ceiling 

space for either storage or operation. 

The rugged curtain assembly offers a 

high degree of protection, and blocks 

out wind and weather. Kinnear Wood 

Rolling Doors are available in any size, 

with motor, manual or mechanical oper- 

ation. Write for bulletin 37, containing 

complete details! 





TWO OTHER KINNEAR WOOD DOORS 
AVAILABLE FOR CURRENT NEEDS! 


The “Bifold” and the “Rol-TOP” are 
two more popular Kinnear products now 
meeting wartime demands. Both feature 


space-saving, conven- 
ient upward action, 
are spring-counter- 
balanced for smooth, 
easy action and are 
available in any prac- 
tical size, with any 
number of sash. 
Quickly, economical- 
ly installed in old or 
new buildings. Write 
for details. 


KINNEAR BIFOLD 
Consists of two horizontally 
hinged sections. Pivoted 
at top corners, with lower 
corners travelling on ball- 
bearing rollers in jamb 
guides. Folds to overhead 
position. 


KINNEAR Rol-TOP 

Consists of a number of 
hinged, ship-lapped sec- 
tions. Opens upward to 
horizontal position over- 
head travelling on ball- 
bearing rollers that move 
in metal jamb guides. 
Motor operation available. 


THE KINNEAR MFG. COMPANY 


2060-80 FIELDS AVE. 


SAVING WAYS 
IN DOORWAYS XN, NEAR 


COLUMBUS, OHIO 
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SAVE 50% 
IN TIME AND MONEY WITH 











THE ONE-STEP METHOD 


OF BILL ANALYSIS 











HAT effect is the national defense program having on your bill dis- 
tribution? Analysis of customer usage data will provide the answer to 
this important question. In addition to a knowledge of the existing situation, 
certain trends may be disclosed, a knowledge of which may be of considerable 
importance to you under circumstances where the picture is rapidly changing. 


The One Step Method of Bill Analysis is ideally suited to meet the needs 
of this problem. It does away with the necessity for temporarily acquiring, 
training and supervising a large clerical force. Our experienced staff plus our 
specially designed Bill Frequency Analyzer machines can turn out the job in 
a few days and at the cost of only a small fraction of a cent per item. 

We will be glad to tell you more in detail about this accurate, rapid and 
economical method for obtaining a picture of your customer usage situation. 
Write for a copy of the booklet “The One Step Method of Bill Analysis.” 


Recording & Statistical Corporation 
Utilities Division 
102 Maiden Lane, New York, N. Y. 
Chicage Detrolt Montreal 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design and construction. 

















THE AMERIGAN APPRAISAL GOMPANY 


INVESTIGATIONS, APPRAISALS AND STUDIES 
for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 











DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


PACKARD BUILDING 








osrex FOTO, Bacon « Davis, anc. sare case 


CONSTRUCTION Enai APPRAISALS 
OPERATING COSTS ngmncere INTANGIBLES 
VALUATIONS AND REPORTS 


NEW YORK PHILADELPHIA WASHINGTON CLEVELAND CHICAGO 








GILBERT ASSOCIATES, Inc. 


ENGINEERS SPECIALISTS 
POWER ENGINEERING SINCE 1906 pissing aad Expediting 


Steam, Electric, Gas, Hydro, 
Designs sad Construction, Serving Utilities and Industrials Rates, Research, Reports, 
Personnel Relations, 


Operating Betterments, 
Inspections and Surveys, Reading, Pa. Original Cost Accounting, 


Feed Water Treatment. Washington New York Accident Prevention, 














J. H. MANNING & COMPANY 


120 Broadway, New York 
ENGINEERS 


Business Studies Purchase—Sales Valuations 
New Projects Management Reorganizations 
Consulting Engineering Mergers 

Public Utility Affairs including Integration 
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SANDERSON & PORTER 
ENGINEERS AND CONSTRUCTORS 
Design and Construction of Industrials 
and Public Utilities. 
Reports and Appraisals in Connection 
With Management Problems, Financing, Reorganization. 


Chicago New York 


San Francisce 








Sargent & Lundy 


ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—R eports—Design—Supervision 
Chicago 














STONE & WEBSTER ENGINEERING CORPORATION 


DESIGN AND CONSTRUCTION 
REPORTS * CONSULTING ENGINEERING ¢* APPRAISALS 


BOSTON e NEWYORK e¢ CHICAGO 
SAN FRANCISCO 


e HOUSTON «¢ PITTSBURGH 
LOS ANGELES 








THE J. G. WHITE ENGINEERING CORPORATION 


ENGINEERS AND CONSTRUCTORS 


Steam Power, Hydroelectric and Industrial Plants 
Examinations, Reports and Appraisals 


NEW YORK 


NEW ORLEANS 











BARKER & WHEELER, ENGINEERS 


DESIGNS AND CONSTRUCTION — OPERATING 
BETTERMENTS — COMPLETE OFFICE SYSTEMS — 
MANAGEMENT — APPRAISALS — RATES 


11 PARK PLACE, NEW YORK CITY 
36 STATE STREET, ALBANY, N. Y. 


EARL L. CARTER 


Consulting Engineer 


REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 


Public Utility Valuations, Reports and 
Original Cost Studies. 


910 Electric Building Indianapolis, Ind. 














BLACK & VEATCH 


CONSULTING ENGINEERS 


Appraisals, investigations and _ re- 
ports, design and supervision of con- 
struction of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 








Francis S. HABERLY 
ENGINEER 


Appraisals—Original Cost Accounting— 
Rates—Depreciation—Trends 


122 SoutH Micnican AVENUE, CHICAGO 
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JACKSON & MORELAND 
ENGINEERS 


PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 
DESIGN AND SUPERVISION VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


BOSTON NEW YORK 





SLOAN & COOK 
CONSULTING ENGINEERS 


120 SOUTH LA SALLE STREET 
CHICAGO 


Appraisals—Original Cost Studies 
Depreciation, Financial, and Other Investigations 








JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 


Appraisals - Investigations - Reports 
in connection with 
rate inquiries, depreciation, fixed capital 
reclassification, original cost, security issues. 


J. W. WOPAT 


Consulting Engineer 


Construction Supervision 
Appraisals—Financial 
Rate Investigations 


1510 Lincoln Bank Tower Fort Wayne, Indiana | 














Representation in this Professional Directory may be obtained at very 
reasonable rates. Kindly address inquiries to: 


ADVERTISING DEPARTMENT 


Public Utilities Fortnightly 
Munsey Building Washington, D. C. 








THE cooperation of the electric 

industry with the watthour meter manu- 

ie facturers has kept the design and develop- 
me: of the modern watthour meter well 





id. of metering requirements. Thanks to 


'SANGAMO ELECTRIC COMPANY 


FP ee Be Ea Se ee Son 0 4s 
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igations 


NIGHTS 
OR 
HOLIDAYS 


Measure with ACCURACY 


over the entire range of flow 


HERE industrial plants use 

large quantities of water 
part of the day, and are entirely 
or partially shut down for certain 
other periods, the Trident Com- 
pound Meter fits exactly into the 
picture as a means of accurately 
measuring the volume of water 
delivered, irrespective of the rate 
of flow, during the entire twenty- 
four hours. 


TRIDENT 
COMPOUND METER 


NEPTUNE METER COMPANY @ 50 West 50th Street © NEW YORK CITY 
Branch Offices in CHICAGO, SAN FRANCISCO, LOS ANGELES, PORTLAND, ORE., 
DENVER, DALLAS, KANSAS CITY, LOUISVILLE, ATLANTA, BOSTON 
NEPTUNE METERS, LTpD., LONG BRANCH, ONTARIO, CANADA 
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*Addressograph-Multigraph Corp. 
*Aluminum Co. of America 
American Appraisal Company, The 
*Autocar Company 
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Barber Gas Burner Company, The 
Barker & Wheeler, Engineers 

Black & Veatch, Consulting Engineers ...... 
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Carpenter Manufacturing Company 

Carter, Earl L., Consulting Engineer 
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“Proud of the Achievement of the Men and Women 
of the Robertshaw Thermostat Company” 


Years of precision skill put into 
the manufacture of Robertshaw 
Thermostats now has its greatest 
reward. Quoted above, are the 
words of Under Secretary of War 
Patterson, in awarding Robert- 
shaw the Army-Navy Production 

E for “high achievement in the 
production of war equipment.” 
Wrote Mr. Patterson to John A. 
Robertshaw, President of Rob- 


ertshaw Thermostat Company: 


Robert P. Patterson 
Under Sec'y of War 


“The patriotism which you and your 
employees have shown by your remark- 
able production record is helping our 
country along the road to victory. The 
Army and Navy are proud of the 
achievement of the men and women 
of the Robertshaw Thermostat Com- 
pany. May I extend to the Robertshaw 

Thermostat Company congratulations 
for accomplishing more than seemed 
reasonable or possible a year ago.” 


Men and women of Robertshaw 
who have made this possible 


. your company salutes you! 
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Ehret’s D.I.P. gives MAINTENANCE-FREE seri 
on Underground Pipe Lines SEE 


HIGH-MELTING-POINT ASPHALT 


TENS of thousands of feet of Durant Insu- 
lated Pipe with a record of years of service 
have proved the ability of this system to stand CANVAS JACKETED 
up under the severest conditions. 855. MAGNESIA 
INSULATION 


A FULL TNCH THICK 


The reason lies in its construction. In Ehret’s 
D.I.P. there is combined the time-defying 
characteristics of asphalt and the high in- 
sulating efficiency of 85% Magnesia. Factory 
pre-fabrication makes field installation rapid 
and economical. The result is an under- 
ground piping system that is outstanding, 
both in efficiency and long life. 


(Send for the Ehret D.I.P. Booklet. It contains 
complete information on the D.I.P. system.) 


EHRET MAGNESIA MANUFACTURING COMPANY 


VALLEY FORGE + PENNSYLVANIA 3 


4 


DISTRIBUTORS IN ALL PRINCIPAL CITIE 
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